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Annual Report 


Despite the ongoing challenges associated with the 
pandemic, John Deere delivered a year of solid 
performance. Ihe company moved with speed and 
innovation to keep people safe, operations running, 
and customers served. 


Net sales and revenues were $35.54 billion, and net 
income was $2.75 billion, the sixth-best in company 
history. Customers responded favorably to the 
company’s equipment and precision solutions. 
Deere also delivered solid returns to investors. 
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The amounts shown in the charts above represent millions of dollars. 





*SVA, referred to throughout this report, is anon-GAAP financial measure. See page 16 for details. 

**Net income in 2019 was positively affected by $68 million and in 2018 was negatively affected by $704 million due to discrete 
income tax adjustments related to U.S. tax reform. Adjusted net income was $3,185 million in 2019 and $3,072 million in 2018. 
Adjusted EPS was $9.94 and $9.39 for the respective periods. Adjusted net income and adjusted EPS are non-GAAP measures. 
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_ Confronting Pandemic, 
. Deere Delivers Year of 
Solid Achievement 
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In any number of ways, 2020 was a remarkable year, one 
in which John Deere met the twin challenges of a global 
health crisis anda sharp economic downturn with a good 

»deal of success. 

“Among our accomplishments, we kept our operations 
running, employees safe and on the job, and customers 
served. We launched important new products 

Se » featuring the latest technology and advanced features. 

wi es ~And we introduced a new business model that could prove 

eS transformative. Not least, Deere delivered strong financial 

ny. setae and solid returns for investors. 


“While the coronavirus-related recession caused a slowdown 
inthe general economy, demand for agricultural equipment 
a held up well, especially for smaller models. By year’s end, 
RS -the company had achieved sales and earnings near its 
ule ginal forecast, developed well before the pandemic 
a ~~ struck. Profitability, measured by operating return on 
che “sales, was the best since 2014, even counting more than 
te ie 100) million in charges for employee separation and asset 
<> impairment, Those actions will help our performance in the 


aL ~ future but weighed on the year’s results. 
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. _Deere’s net income for fiscal 2020 was $2.75 billion, down 
15 percent from the prior year. Net sales and revenues 
declined 9 percent, to $35.54 billion. Adjusted for the 
charges noted above, earnings would have been on 

a par with 2019 levels. 


me Been uy Despite the unsettled conditions, Deere maintained a 
a eee strong financial condition, ending the year with a cash 
powe Ure eS 7 balance of over $7 billion. Our equipment operations 
fy [: 7 vehicle at Deere’s ace, carried moderate debt while the financial-services business 
( cl Taney.) Valley, linois. : remained conservatively capitalized. 












The company’s financial performance allowed it to make further a Dl-Y-\a-ksualelanielcieselal= 
investments in technology-enabled products and services and 


growth-oriented projects. For the year, Deere devoted $2.4 billion dc h | eVeMe au | ‘a 2020 @ | @ 
to research and development and capital expenditures. Additionally, 
$17 billion was returned to investors through dividends and share gees aics a th = D [O d Claas 
repurchases. 

we sold or the dollars we 
The investment community responded positively to the company’s earne a b ut t h a | Ve ee Ait, cq 
performance, driving the value of Deere stock to record levels. 
Shareholders realized a total return of over 30 percent in 2020 | We | | nrelela S We sateg Lia rc ad 


compared with about 10 percent for the broad market. 


during the pandemic. ’ 





AG & TURF PROFITS MOVE HIGHER 


Despite lower sales, operating profit for our largest business 

— Ag & Turf — jumped 18 percent to $2.97 billion. The division 
benefited from lower costs and the continued adoption of precision 
technologies. In addition, sales rose for many models of small 
tractors and turf products. 


Though battered by a slower economy, our Construction & Forestry 
(C&F) operations remained solidly profitable. From last year’s 

record levels, sales declined by 20 percent and operating profit by 
about half. Still, the division’s operating margin of nearly 7 percent, 
or almost 9 percent after adjusting for special items, was quite 
respectable in light of the conditions. Helping C&F were strong sales 
of skid steer loaders and other compact equipment. 


Deere’s financial-services unit again made a substantial contribution 
to company earnings while providing competitive financing to our 
global customers. As has*been true for several years, more than half 
of the new equipment sold by our dealers in 2020 was financed by 
the company. Credit quality remained strong and the loan and lease 
portfolio held steady at about $46 billion. Net income for financial 
services was up 5 percent. 


SKILLFULLY MANAGING THE PANDEMIC 

Deere’s number-one achievement in 2020 did not concern the 

products we sold or the dollars we earned but the lives and 

livelihoods we safeguarded during the pandemic. Many other 

companies had little choice but to close their doors or otherwise 

suspend operations. However, John Deere employees redoubled their 

efforts to make sure our factories and parts centers kept running | 

and that our dealers and customers had the products and services = 
needed to maintain their operations. — - 


In our facilities, we took decisive steps to do employee screening, 
reorganize production lines, promote social distancing and the use of Uniesgeiadicatetether ise. 
personal protective equipment, and ensure clean, healthful conditions. faplialeemn aie’ sspiagiis 2c 


services are trademarks or service 
marks of Deere & Company. 















Our dealer channel remained operational and continued 
to serve customers, making wide use of our unique digital 
tools. Remote diagnostic sessions between customers and 
dealers more than doubled during the year. By working 
closely with suppliers, we were able to mitigate shortages 
of parts and components and avoid widespread factory 
interruptions. 


TRENDS SUPPORTIVE OF GROWTH, 
NEW STRATEGY 


Deere’s record of performance has provided a solid 
foundation for the company to capitalize on a handful of 
powerful trends, which are showing impressive resilience. 
Global consumption of grain and oilseeds has risen 
without interruption for more than two decades and last 


ae i Sfreccat more harvest 


> hour and up to 7,200 bushels of corn pe 





- 


a fted ever T tect 





using 20 percent'less fuel. The X9 1100 can tve oF M 
A full suite of few front- > 


aa ew the new models. 


an, 
2, th 
Amt ' , 


year outstripped production for the first time since the 
early 2010s. Urbanization, a potent trend in fast-growing 
emerging markets, points to a greater need for roads, 
bridges, buildings, and the equipment to construct and 
maintain them. 


These promising factors set the stage for the company’s 
bold new operating plan taking effect in 2021, which 


intensifies our focus on technology, speed, and efficiency. 


Deere’s smart industrial strategy, we believe, could 
revolutionize agriculture and construction by accelerating 
the integration of technology with our legacy of 
manufacturing excellence. The strategy aims to deliver 
intelligent, connected machines and applications that 
unlock value for customers and do so ina sustainable, 
profitable manner. 
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As the centerpiece of our smart 
industrial effort, company operations 
were reorganized around production 
systems, representing the way 
customers work. This compares with 
the previous structure of being aligned 
by product platforms or geographies. 
Production-system teams assess all 
the steps needed to accomplish a job 
on the farm or work site by a particular 
customer segment, such as corn and 
soybean farmers or roadbuilders. The 
teams then develop a comprehensive 
set of products and services that 

can best meet the needs of those 
customers. 


In addition, operations for technology 
development — our “tech stack” — were 
consolidated under a chief technology 
officer. The move leverages our 

ability to rapidly develop advanced 
technologies and bring new products 
to market. As well, our customer 
support and aftermarket capabilities 
were combined into a new lifecycle- 
solutions unit. This aligns with our 
goal of supporting customers over the 
lifetime of our products, and it will help 
drive growth in parts sales and service 
for the company and its dealers. 
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To ensure the effective execution of 
our plans, we introduced a leaner, 

more agile organizational structure 
that we believe can meet customer 
needs and adapt to changing market 
conditions with unmatched speed and 
effectiveness. The redesign process 

led to fewer personnel layers, wider 
management spans, and more diversity 
in the leadership ranks. 


By adopting a more disciplined 
approach for capital allocation — 
another tenet of our smart industrial 
effort — Deere will direct investment 
and research dollars to the businesses 
and product lines most aligned with 
its strategy. 


The company’s smart industrial 

plan holds the key to delivering 
differentiated value to our customers, 
sustaining our leadership in precision 
technologies, and providing more 
rewarding career opportunities for 
employees. Plus, it is designed to 

help the company achieve higher 
levels of growth and more consistent 
financial performance. 
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factory worker, assembles 
a protective face shield. 


4 eg A The €ompany produced 


more than 400,000 face 
shields to help protect 
employees, medical 
professionals, dealers, 
wand business partners. 
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SETTING THE PACE 
IN INNOVATION 


A Deere hallmark, product innovation 
earned further recognition in 2020. 

A noted group of U.S. agricultural and 
biological engineers recognized six of 
our new products for innovation. These 
included our high-capacity X9 combine 
and new CH950 sugarcane harvester. 
The breakthrough cane harvester 
produced in Brazil can almost double user 
productivity. The John Deere 8RX tractor 
was honored at the 2020 Consumer 
Electronics Show for its advanced 
features and digital capabilities. Further, 
the 8RX was saluted for innovative 
design by two leading international 
design agencies. 


Deere’s most-advanced combine, 
introduced during the year, offers 
unsurpassed comfort, efficiency, and 
productivity. The two new X9 models 
deliver an average of 45 percent more 
harvesting capacity with no sacrifice 

in grain quality and less fuel use. The 
machines are the company’s first entries 
in the Class 10 and 11 categories suited 
for large production farmers. 
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PLA 120J/125J sprayers combine PLA’s innovative product design 
with a John Deere engine, cab, and advanced precision ag technology 


to help growers boost spraying accuracy and productivity. 


resulting in higher productivity and reduced operating costs. 


Wirtgen’s new W 220 Fi and W 250 Fi cold-milling 
machines are setting new standards for milling 
performance and machine efficiency. The-Mill Assist 
standard assistance system provides the optimal 

balance between performance and operating costs 
This not only improves milling performance but also 
reduces fuel, water, and CO, emissions. 


New 700/750L crawlers offer a SmartGrade ready including Slope 
Control option that assists operators in grading surfaces. This new 
feature helps to quickly and accurately achieve the desired grade, 


Precision agriculture made additional strides in 2020 

as more customers embraced its productivity-enhancing 
and sustainability benefits. Sales rates continued to 
grow for popular features that automatically guide 
machines in the field and equipment that plants seeds 
and applies chemicals with exceptional accuracy. Our 
precision capabilities were further extended during the 
year to the application of liquid fertilizer. The John Deere 
Operations Center continued to gain users, ending the 
year with more than 230 million acres of production 
data worldwide. 


New or updated construction equipment included a 
line of mid-sized backhoes that offer improved comfort 
and performance as well as an upgraded motor grader 
with more advanced features. Our large hybrid loader, 
which has set standards in performance and efficiency, 
marked its fifth year on the market recording | million 
hours of customer use. Our Wirtgen roadbuilding unit 
introduced two large milling machines and made further 
improvements to its highly regarded cold-milling 
process that reduces the time, cost, and environmental 
impact of roadbuilding. 


“Deere'’s smart industrial strategy, we 
believe, could revolutionize agriculture 


and construction by accelerating the 


integration of technology with our 


legacy of manufacturing excellence. 
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RESPONSIBLE CITIZENSHIP A DEERE TRADITION 


Wherever we operate, Deere is committed to sharing with 
others and being a responsible corporate citizen. During 

the year, the company and its foundation made charitable 
contributions of approximately $37 million. These focused on 
empowering smallholder farmers, helping local communities 
grow, and providing quality educational opportunities. In 
2020, the foundation provided additional support for local 
food banks and coronavirus relief. In line with the company’s 
commitment to a fairer, more equitable society, we co- 
founded a coalition dedicated to heirs’ property rights and 
made a major donation to the NAACP. 


As in past years, Deere employees supported their 
communities through extensive volunteer efforts, logging 
some 120,000 volunteer hours in 2020. The total moves 

the company closer to its goal of reaching | million volunteer 
hours for the period 2017 through 2022. 


Well-known for its record of responsible citizenship, 

Deere earned further accolades in 2020. The company again 
appeared in prominent listings of best employers and was 
recognized for having one of the world’s top-100 brands. 

For a third year, Deere was honored for social innovation 

by the American Innovation Index Awards, recognizing U.S. 
companies whose activities and products benefit society. 

In addition, Deere was named for a 13th time to a well-known 
listing of the world’s most ethical companies. 


YEAR AHEAD HOLDS PROMISE, CHALLENGE 


Looking ahead, we believe 2021 holds exciting promise. 
Crop prices and farmer confidence are on the rebound, 
leading to better demand for farm machinery. Markets for 
construction and forestry equipment are showing signs of 
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improvement as well. In addition, company performance is 
expected to benefit from a more efficient organizational 
structure and tightly-focused business lineup. 


At the same time, the coronavirus pandemic still poses a 
serious threat that could slow our recent progress. It serves 
as a sobering reminder that we must continue making the 
health, safety, and well-being of our employees and others 
a top priority. 


As a final word, it is fitting we pay tribute to the dedicated 
employees of John Deere and our many dealers and suppliers 
throughout the world. Without their tireless efforts and 
many sacrifices, the achievements that made 2020 sucha 
memorable year would not have been possible. To them all, 
we express our sincere and heartfelt thanks. 


On behalf of the John Deere team, 


Chairman & Chief Executive Officer 
December 17, 2020 


In 2020, Deere saw significant demand 
for small ag and turf products. 





A SMARTER WAY 
TO DO BUSINESS 


In 2020, John Deere introduced the Smart Industrial Operating Model 
with the aim of making our company more efficient and responsive. 


We believe the new operating model will unlock value for customers 


and help them become more profitable and sustainable. We also 


believe it will revolutionize agriculture through the rapid introduction 


of new technologies. And it will help us deliver sustainable outcomes 


for our customers, employees, dealers, suppliers, shareholders, and 


the communities we serve. 


Three essential building blocks 


comprise the new operating model: 


Production Systems, Tech Stack, 


and Lifecycle Solutions. 


PRODUCTION 
SYSTEMS 


A production system is how our customers 
get work done. This includes both the jobs 
they perform and the decisions they make to 
produce an output. These in turn create the 
system — a complete cycle where each step 
informs the next — in which our customers 
operate. By aligning our business with key 
production systems, we can deliver solutions 
that will help customers become more 
productive. It will also empower them to 
make better decisions and minimize inputs. 
This alignment allows us to identify the 
largest opportunities to help our customers 
Save on expenses, increase productivity, and 
become more sustainable. 
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TECH 
STACK 


Think of our technology stack as the full 
set of components required to deliver 
solutions to our customers. It comprises 
hardware and devices, embedded 
software, connectivity, data platforms, 
Tare h-]9)9)i(e-1a(e)aemaar-imr-]|(e\Melelm alba) 
generation of smart machines to 
collaborate with other machines across 
our portfolio. Customers can extract 
data from one step in the production 
system in order to make the next step 
more effective. And as a result, they 
can potentially achieve increased 
productivity, greater profitability, and 
enhanced environmental outcomes 
throughout the full production system. 





LIFECYCLE 
SOLUTIONS 


When customers buy from John Deere, 
they expect to be supported the entire 
time they own that product — the full 
lifecycle. This is increasingly important 
as our machines continue to become more 
connected and technologically advanced. 
We must provide both reactive and 
proactive customer support, easy access 
to parts, value-added services and 
performance upgrades to our customers 
regardless of when they purchased their 
equipment. Our new integrated support 
team will enhance the value created by 
our equipment and technology over the 
full lifecycle. 


In Nigeria, the Rayuwa program’s core objective 
is to increase farmer profitability. In its pursuit, 
Rayuwa creates new opportunities for women 
farmers, like Rahila Sama’ila, to thrive. 





BUSINESS HIGHLIGHTS 


$566 M 


Net income for Financial Services 
rises to $566 million compared 
to $539 million in 2019 


$1.56 B 


Enterprise SVA totals $1.56 billion, 
versus $1.52 billion in 2019 


UP 18% 


Ag & Turf division operating profit 
rises to $2.97 billion, up 18% 
compared to 2019 





CES 2020 


The Consumer Electronics Show honors the Deere 
8RX tractor in the Tech for a Better World category 
of its 2020 Innovation Awards, which recognize 
outstanding product design and engineering in 
consumer technology products. 


6 AWARDS 


American Society of Agricultural and Biological Engineers 
(ASABE) presents six awards to Deere for innovations in 
engineering and technology for products ranging from the 
X9 combine to a new ExactRate liquid fertilizer system. 





L-SERIES 


Construction & Forestry division 
introduces new L-Series 4WD Loaders, 
which incorporate many 
customer-driven improvements 
to boost productivity. 


CH950 


Ag & Turf division launches the 
CH950, a game-changing two- 
row sugarcane harvester for 
the global sugarcane market. 


18.0-LITER ENGINE 


Deere Power Systems announces new 
18.0-liter diesel engine, the most powerful 
engine in its lineup, offering maximum 
power over 650 kW (870 hp). 





GREENHOUSE GAS REDUCTION 


Consistent with Deere’s goal of reducing the environmental 
impact of its operations, Greenhouse Gas Emissions declined 
17% compared with baseline year 2017. 


PRECISION AG 


Customers continue to adopt precision ag 
technologies at accelerating rates globally. 
Deere now has over 230 million engaged 
acres of production data globally. 
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OPERATING PROFIT AND SHAREHOLDER VALUE ADDED 
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LEADERSHIP TEAM 


John C. May (23) 
Chairman & Chief Executive Officer 


Ryan D. Campbell (13) 


Senior Vice President and Chief Financial Officer 


Jahmy J. Hindman (24) 
Chief Technology Officer 


Marc A. Howze (19) 
Group President, Lifecycle Solutions & Chief Administrative Officer 


Mary K.W. Jones (23} 


Senior Vice President, General Counsel and Worldwide Public Affairs 


Rajesh Kalathur (24) 


President, John Deere Financial, and Chief Information Officer 


Cory J. Reed (22) 
President, Worldwide Agriculture & Turf Division, Production & Precision Ag, 
Sales & Marketing Regions of the Americas and Australia 


John H. Stone (17) 


President, Worldwide Construction & Forestry and Power Systems 


Markwart von Pentz (30) 
President, Worldwide Agriculture & Turf Division, Small Ag & Turf, 
Sales & Marketing Regions of Europe, CIS, Asia and Africa 


From left to right, top to bottom: John C. May, Ryan D. Campbell, 
Jahmy J. Hindman, Marc A. Howze, Mary K.W. Jones, Rajesh 
Kalathur, Cory J. Reed, John H. Stone, Markwart von Pentz. 


Titles and years of service (in parentheses) as of January I, 2021 





BOARD OF DIRECTORS 


John C. May (1) 
Chairman & Chief Executive Officer, Deere & Company 


Tamara A. Erwin (Effective May 1, 2020) 

Executive Vice President and Group Chief Executive Officer, 
Verizon Business Group 

Communications, information and entertainment products 
and services 


Alan C. Heuberger (4) 
Senior Manager, BMGI 
Private investment management 


Charles O. Holliday, Jr. (11) 
Chairman, Royal Dutch Shell plc 
Oil and natural gas exploration, refining, and product sales 


Dipak C. Jain (18) 

President (Europe), China Europe International 
Business School 

International graduate business school 


Michael O. Johanns (5) 
Retired U.S. Senator from Nebraska and former 
U.S. Secretary of Agriculture 


Clayton M. Jones (13) 

Retired Chairman and Chief Executive Officer, 
Rockwell Collins, Inc. 

Aviation electronics and communications 


Gregory R. Page (7) 

Chairman, Corteva, Inc. 

Agricultural seeds, crop protection products, 
and digital solutions 


Sherry M. Smith (9) 

Former Executive Vice President and Chief Financial Officer, 
Supervalu Inc. 

Retail and wholesale grocery and retail general 
merchandise products 


Dmitri L. Stockton (5) 

Retired Special Advisor to Chairman and Retired 

Senior Vice President, General Electric Company 

Power and water, aviation, oil and gas, healthcare, 
appliances and lighting, energy management, transportation, 
and financial services 

Former Chairman, President, and Chief Executive Officer, 

GE Asset Management Inc. 

Global investments 


Sheila G. Talton (5) 

President and Chief Executive Officer, Gray Matter Analytics 
Healthcare analytics for healthcare providers, payers, 

and pharma companies 


From left to right, top to bottom: John C. May, Tamara A. Erwin, Alan C. Heuberger, Charles 
O. Holliday, Jr., Dipak C. Jain, Michael O. Johanns, Clayton M. Jones, Gregory R. Page, 


Sherry M. Smith, Dmitri L. Stockton, Sheila G. Talton. 


Figures in parentheses represent complete years of board service through January 1, 202] 






































Throughout the pandemic, Deere employees have made 
| N N OVAT| N G | N TH E an extraordinary effort to support coworkers, customers, 
and communities. The following examples show just some 
BATT LE AGAI Ni ST of the ways our employees made a difference. 


COVID-19 































1. In Deere factories, assembly carts are used to move 
materials, and each cart may be touched by more 
than 100 employees a day. Manufacturing engineer 
Jason Sherron (shown here) developed Personal 
Use Safety Handles (PUSH), which allow employees 
to slide their own PUSH handles over factory 
assembly cart handles to move the cart. 


2. Ramakant Mishra (left) from John Deere Sirhind 
Works helps distribute food to the local Sirhind, 
India, community. In the wake of COVID-19, 
Deere and its employees worked with local food 
banks in our home communities in India, Brazil, 
and Mexico to deliver food to those in need. 


3. Deere engineer Andrew Jarvie used a 3D printer 
to make a small, plastic tool that allows a user 
to “grasp” a door handle with an angled hook 
without touching the handle. 


4. Inacollaborative effort, production, maintenance, 
and salaried employees built and distributed 
405,000 face shields to help frontline healthcare 
workers in 35 states, including 49 Veterans Affairs 
(VA) facilities. Danielle Pitz! (shown here), a nurse 
from the Fargo, North Dakota VA Healthcare 
System, dons a face shield. 


Deere engineers around the world turned their creative energies toward 
helping keep employees, health care workers, and others safe. The engineers 
launched the COVID-19 Innovations Center website to share how Deere was 
developing personal protective equipment (PPE). Open-source files of these 
innovations were made available on the site. 







7-YEAR CUMULATIVE TOTAL RETURN 


Deere Compared To S&P 500 Index And S&P 500 Construction & Heavy Trucks Index 
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SHAREHOLDER INFORMATION 
ANNUAL MEETING 


As part of our precautions regarding the coronavirus 
and to support the health and well-being of our 
shareholders, the 2021 Annual Meeting of 
Shareholders (the “Annual Meeting”) will be held 
exclusively online. There will not be a physical 
location for the Annual Meeting, and you will not be 
able to attend the meeting in person. To be admitted 
to the Annual Meeting at www.virtualshareholder- 
meeting.com/DE2021, you must enter the control 
number on your proxy card, voting instruction form, 
or Notice of Internet Availability. 


TRANSFER AGENT & REGISTRAR 


Send all correspondence, including address changes 
and certificates for transfer, as well as inquiries 
concerning lost, stolen, or destroyed 

stock certificates or dividend checks, to: 


Deere & Company 

c/o Broadridge Corporate Issuer Solutions, Inc. 
P.O. Box 1342 

Brentwood, NY 11717 


Phone toll-free: 800-268-7369 (inside U.S., U.S. 
territories, and Canada). 

From outside the U.S., U.S. territories, and Canada, 
call: 720-399-2074 

Hearing impaired: 855-627-5080 

Email: shareholder@broadridge.com 
www.shareholder.broadridge.com/DE 


DIVIDEND REINVESTMENT 
& DIRECT PURCHASE PLAN 


Investors may purchase initial Deere & Company 
shares and automatically reinvest dividends through 
the Broadridge Direct Stock Purchase Plan. Optional 
monthly cash investments may be made 
automatically through electronic debits. 


For inquiries about existing reinvestment accounts, 
call 800-268-7369 or write to: 


Deere & Company 

Broadridge Corporate Issuer Solutions, Inc. 
P.O. Box 1342 

Brentwood, NY 11717 


SHAREHOLDER RELATIONS 
Deere & Company welcomes your comments: 


Deere & Company 

Shareholder Relations Department 

One John Deere Place 

Moline, IL 61265-8098 

Phone: (309) 765-449] Fax: (309) 765-4663 
www. JohnDeere.com/Investors 


The graph compares the 
cumulative total returns of Deere 
& Company, the S&P 500 
Construction & Heavy Trucks 
Index, and the S&P 500 Stock 
Index over a seven-year period. It 
assumes S100 was invested on 
October 25, 2013 and that 
dividends were reinvested. Deere 
& Company stock price at 
November 1, 2020 was $225.91. 
The Standard & Poor's 500 
Construction & Heavy Trucks 
Index is made up of Caterpillar 
(CAT), Cummins (CMI), Paccar 
(PCAR]), and Wabtec (WAB). 

The stock performance shown 

in the graph is not intended to 
forecast and does not necessarily 
indicate future price performance. 


2020 


2020 
$316.70 
$19918 
$214.62 


INVESTOR RELATIONS 


Securities analysts, portfolio managers, and 
representatives of financial institutions may contact: 


Deere Investor Relations 

Deere & Company 

One John Deere Place 

Moline, IL 61265-8098 

Phone: 309-765-449] 

Email: DeerelR@JohnDeere.com 
www. JohnDeere.com/Investors 


STOCK EXCHANGES 


Deere & Company common stock is listed on the 
New York Stock Exchange under the ticker symbol DE. 


FORM 10-K 


The annual report on Form 10-K filed with the 
Securities and Exchange Commission is available 
online or upon written request to Deere & Company 
Shareholder Relations. 


AUDITORS 


Deloitte & Touche LLP 
Chicago, Illinois 


SVA: FOCUSING ON GROWTH AND SUSTAINABLE PERFORMANCE 


Shareholder Value Added (SVA) — essentially, the difference between operating profit and the pretax cost of capital — is a metric 
used by John Deere to evaluate business results and measure sustainable performance. To arrive at SVA, each equipment segment is 
assessed a pretax cost of assets — generally 12% of average identifiable operating assets with inventory at standard cost (believed to 
more closely approximate the current cost of inventory and the company’s related investment). The financial services segment is 
assessed a cost of average equity — approximately 13% pretax (15% in 2018). The amount of SVA is determined by deducting the asset 
or equity charge from operating profit. 


Additional information on these metrics and their relationship to amounts presented in accordance with U.S. GAAP can be found at our website, 
www. JohnDeere.com/Investors. Note: Some totals may vary due to rounding. 


DEERE EQUIPMENT OPERATIONS* 





SMM unless indicated otherwise 2018 2019 2020 
Net sales 33,351 34,886 Se 
Net sales — excluding Roadbuilding 30,324 31693 28,348 
Operating profit 3,684 BH) SLs 
Operating profit — excluding Roadbuilding ERelele 3.318 3,289 
Average Assets 

With inventories at standard cost 20/359 27,139 20,984 
With inventories at standard cost — 

excluding Roadbuilding 14,825 15,838 15,046 
With inventories at LIFO 19,701 20,761 [sisoyl 
With inventories at LIFO — excluding Roadbuilding 13,566 14,460 3,629 
Operating Return on Assets (OROA) 

OROA % @ LIFO 26.3% 23.4% 24.1% 
Asset turns (std cost — excluding Roadbuilding) 2.05 2.00 1.88 
Operating margin % — excluding Roadbuilding —_11.77% 10.67% 11.60% 


OROA % @ standard cost — excluding Roadbuilding 24.1% 21.3% 21.9% 





Average assets @ std cost — excluding Roadbuilding 14,825 15,838 15,046 
Operating profit - excluding Roadbuilding 3,568 2138 3,289 
Cost of assets -1,778 -1,900 -1,806 
SVA 1,790 1,478 1,483 
AG & TURF 

SMM unless indicated otherwise 2018 2019 2020 
Net sales 23,/9|y = 23,066 27 305 
Operating profit 2,816 2,506 2569 
Average Assets 

With inventories at standard cost Tz 11,860 11,455 
With inventories at LIFO 10;218 10,748 10,305 
Operating Return on Assets (OROA) 

OROA % @ LIFO 27.6% 23.3% 28.8% 
Asset turns (standard cost] 2.06 2.00 IG 
Operating margin % 12.14% 10.59% 13.30% 
OROA % @ standard cost 25.106 21.1% 25.9% 
Average assets @ standard cost Nas 11,860 11,455 
Operating profit 2,816 7506 2963 
Cost of assets -1,347 -1,423 -1,375 
SVA 1,469 1,083 1,594 


CONSTRUCTION & FORESTRY* 


SMM unless indicated otherwise 

Net sales 

Net sales — excluding Roadbuilding 
Operating profit 


To create and grow SVA, Deere equipment 
operations are targeting an operating return 
on average operating assets (OROA) of 20% 
at mid-cycle sales volumes and equally 
ambitious returns at other points in the cycle, 
with higher returns goals for incentive 
compensation targets. (For purposes of this 
calculation, operating assets are average 
identifiable assets during the year with 
inventories valued at standard cost.) 





2018 2019 2020 
10,160 i220 8,94/ 
Hles 8,027 6,023 
868 mis 5210 


Operating profit — excluding Roadbuilding y52 872 320 





Average Assets 
With inventories at standard cost 


With inventories at standard cost — 
excluding Wirtgen 


With inventories at LIFO 


B26 10273 ches) 


3) 08) 3,978 sie 
9,482 10,013 chee) 


With inventories at LIFO — excluding Roadbuilding 3,347 B72 3,324 





Operating Return on Assets (OROA) 
OROA % @ LIFO 


22.5% 23.5% 9.6% 


Asset turns (std cost — excluding Roadbuilding) — 1.99 Zi07 1.68 


Operating margin % — excluding Roadbuilding 10.54% 


10.86% 5.31% 


OROA % @ standard cost — excluding Roadbuilding 20.9% 219% 8.9% 


Average assets @ std cost - excluding Roadbuilding 3,592 BuSTie 3,591 





* On December |, 2017, the Company acquired the stock and certain assets of substantially all of Wirtgen Group 
Holding GmbH's operations (Roadbuilding), the leading manufacturer worldwide of roadbuilding equipment. 
Roadbuilding is included in the construction and forestry segment and is excluded from the metrics above. 


** The 2018 SVA was adjusted for certain effects of U.S. Tax Reform legislation enacted on December 22, 2017, 
due to the significant discrete income tax benefit in 2018. SVA for 2019 and 2020 is calculated with unadjusted 
U.S. GAAP information. 
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Operating profit — excluding Roadbuilding y52 872 320 
Cost of assets -43] -477 -43] 
SVA 321 S25 11 
FINANCIAL SERVICES** 
SMM unless indicated otherwise 2018 2019 2020 
Net income attributable to Deere & Company 942 B39 566 
Net income attributable 
to Deere & Company -— tax adjusted 530 
Average equity 4,832 5,040 BOSS 
Average equity — tax adjusted 4793 
Return on equity % 10.7% 1.1% 
Return on equity % — tax adjusted 11.1% 
Operating profit** 792 694 746 
Average equity 4793 5,040 3099 
Cost of equity -722 -657 -673 
SVA 70 37 73 
Financial Services SVA is 
calculated ona pretax basis. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 





RESULTS OF OPERATIONS FOR THE YEARS ENDED 
NOVEMBER 1, 2020, NOVEMBER 3, 2019, AND OCTOBER 28, 2018 


OVERVIEW 


Organization 

The company’s equipment operations generate revenues and cash 
primarily from the sale of equipment to John Deere dealers and 
distributors. The equipment operations manufacture and 
distribute a full line of agricultural equipment; a variety of 
commercial and consumer equipment; and a broad range of 
equipment for construction, roadbuilding, and forestry. The 
company’s financial services primarily provide credit services, 
which mainly finance sales and leases of equipment by John Deere 
dealers and trade receivables purchased from the equipment 
operations. In addition, financial services offers extended 
equipment warranties. The information in the following discussion 
is presented in a format that includes information grouped as 
consolidated, equipment operations, and financial services. The 
equipment operations represents the enterprise without financial 
services. [he equipment operations includes the company’s 
agriculture and turf operations, construction and forestry 
operations, and other corporate assets, liabilities, revenues and 
expenses not reflected within financial services. The company also 
views its operations as consisting of two geographic areas, the 
U.S. and Canada, and outside the U.S. and Canada. The company’s 
operating segments consist of agriculture and turf, construction 
and forestry, and financial services. 





Trends and Economic Conditions 

The company’s agriculture and turf equipment sales decreased 6 
percent in 2020. Industry agricultural machinery sales in the U.S. 
and Canada for 2021 are forecast to increase 5 to 10 percent, 
compared to 2020. Industry sales in Europe are forecast to be 
about the same to 5 percent higher, and South American industry 
sales of tractors and combines are forecast to be about 5 percent 
higher in 2021. Asian sales are also forecast to be slightly lower. 
Industry sales of turf and utility equipment in the U.S. and Canada 
are expected to be about the same to 5 percent higher. The 
company’s construction and forestry sales decreased 20 percent in 
2020. On an industry basis, North American construction 
equipment sales are expected to be down about 5 percent with 
sales of compact equipment up about 5 percent. Global forestry 
industry sales are expected to be about the same to about 5 
percent higher than 2020 sales. 


Items of concern include uncertainty of the effectiveness of 
governmental and private sector actions to address COVID, trade 
agreements, the uncertainty of the results of monetary and fiscal 
policies, the impact of elevated levels of sovereign and state debt, 
capital market disruptions, changes in demand and pricing for new 
and used equipment, and geopolitical events. Significant 
fluctuations in foreign currency exchange rates and volatility in the 
price of many commodities could also impact the company’s 
results. The future financial effects of COVID are unknown due to 
many factors. As a result, predicting the company’s forecasted 
financial performance is difficult and subject to many 
assumptions. 


In the face of the ongoing challenges associated with managing 
the global pandemic, the company was able to complete a 
successful year and is positioned to continue providing 
differentiated solutions for customers. The company expects to 
benefit from improving conditions in the farm economy and 
stabilization in construction and forestry markets. In addition, the 
manufacturing location and product reviews that started in 2020 
as part of the company’s transition to an updated strategy will 
continue in 2021. 


COVID Effects and Actions 

During 2020, the effects of COVID and the related actions of 
governments and other authorities to contain COVID, have 
affected the company’s operations, results, cash flows, and 
forecasts. 


The U.S. government and many other governments in countries 
where the company operates have designated the company an 
essential critical infrastructure business. This designation allows 
the company to operate in support of its customers to the extent 
possible. 


The company’s first priority in addressing the effects of COVID 
continues to be the health, safety, and overall welfare of its 
employees. The company effectively activated previously 
established business continuity plans and proactively implemented 
health and safety measures at its operations around the world. 


The economic effects of COVID have reduced customer demand 
for some of the company’s products and services, particularly 
construction and forestry equipment (see Note 6), which resulted 
in lower shipment volumes. During most of 2020, all of the 
company’s factories have operated, some at reduced capacity due 
to component shortages or lower demand. During the year, the 
company broadened the supply base and increased the inventory 
level of certain essential materials and components to address 
potential supplier issues. The measures taken beginning in the 
second quarter to aggressively decrease operational and selling, 
administrative and general expenses have been effective. 
Additional information is presented in “Business Segment and 
Geographic Area Results.” 


In addition, the company’s actions taken in the second quarter to 
increase borrowings, along with significant cash generated from 
operations, provided a strong financial position (see Note 20 for 
additional information on long-term borrowings). Cash and cash 
equivalents were $7,066 million at November 1, 2020 and the 
company’s revolving credit facilities were undrawn. The company’s 
share repurchase programs were suspended in the second quarter 
and all of the third quarter. These programs were reinstated in the 
fourth quarter with $487 million of shares repurchased. Additional 
information is presented in “Capital Resources and Liquidity.” 


The company continued to work closely with distribution channel 
and equipment user customers during 2020, and, as necessary, 
provided short-term payment relief on obligations owed to the 
company. The payment relief provided on balances of trade 
receivables, financing receivables, and operating lease payments 
outstanding at November 1, 2020 was about 2 percent, 4 percent, 


and 4 percent of the portfolio balances, respectively. Additional 
information is presented in Notes 13 and 25. 


2020 COMPARED WITH 2019 


CONSOLIDATED RESULTS 

The following table provides the net income attributable to Deere 
& Company in millions of dollars as well as diluted and basic 
earnings per share in dollars: 


2020 2019 
Net income attributable to Deere & Company....... S 2/51 S 3,253 
Diluted earnings per share ..............::::::10 8.69 10.15 
Basic earnings per Share...........:.:::::seee 8.// IU:26 


Net income in 2020 was negatively affected by impairment charges 
and employee-separation costs of $458 million after-tax (see 
Notes 4 and 5). Annual savings from the separation programs are 
estimated to be approximately $250 million, of which $85 million 
was realized in 2020. In 2019, the similar charges were $82 million. 
In addition, the provision for income taxes was adversely affected 
by non-deductible impairments and charges in 2020 and less 
favorably affected by discrete adjustments in 2020 than in 2019. 


The worldwide net sales and revenues, price realization, and the 
effect of currency translation for worldwide, U.S. and Canada, and 
outside U.S. and Canada in millions of dollars follows: 


2020 2019 %Change 


Worldwide net sales andrevenues $ 35,540 S$ 39,258 -9 
Worldwide equipment operations 

Met Sales oo... eeeceeeeseeteeteeteeees 31,272 34,886 -10 
Price realization ........cccceceeeseeeenee +3 
Currency translation (unfavorable) -2 
U.S. and Canada equipment 

operations net Sales.............0:006 17,954 20,264 -1| 
Price realization........cccceeeeeeeeeeee +3 
Outside U.S. and Canada equipment 

operations net sales..............006 13,318 14,622 -9 
Price realization ........ccccceeeseeeeeeee +4 
Currency translation (unfavorable) -4 


The company’s equipment operations operating profit and net 
income and financial services operations net income follow in 
millions of dollars: 


2020 2019 %Change 


Equipment operations operating profit $ 3,559 S$ 3,721 -4 
Equipment operations net income” 2,185 2,/14 -19 
Financial services net income........... 566 259 +5 


“Includes equity income (loss) from unconsolidated affiliates. 


The discussion on net sales and operating profit is included in the 
Business Segment and Geographic Area Results below. The 
equipment operations’ provision for income taxes and net income 
were adversely affected by non-deductible impairments and 
charges in 2020 and was less favorably affected by discrete 
adjustments to the provision for income taxes in 2020 than in 2019. 





Financial services segment net income increased compared to 2019 
mainly due to lower impairments and reduced losses on operating 
lease residual values and income earned on a higher average 
portfolio, partially offset by a higher provision for credit losses, 
employee-separation expenses, and unfavorable financing 
spreads. Additional information is presented in the following 
discussion of the “Worldwide Financial Services Operations.” 


The cost of sales to net sales ratio and other significant statement 
of consolidated income changes not previously discussed in 
millions of dollars follow: 


2020 2019 %Change 


Cost of sales to net sales.............4.. 75.7% 76.8% 
Finance and interest income ........... S 3450 S$ 3,493 | 
CO EAGT NCGS sc paruncceetesdiceugrwsseeteastes 818 879 -/] 
Research and development expenses 1,644 1,783 -8 
Selling, administrative and 

general expenses..........:.cseeeeee 3,4// 3,55] -2 
Interest Expense ...........::cccceeeeee 1,247 1,466 -15 
Other operating expenses............... 1,612 1,578 HZ 


The cost of sales to net sales ratio decreased compared to 2019 
mainly due to price realization, improved production costs, and 
lower warranty expenses, partially offset by impairments, 
employee-separation expenses (see Note 5), and the unfavorable 
effects of foreign currency exchange. Finance and interest income 
decreased slightly in 2020 due to lower average interest rates, 
largely offset by a higher average credit portfolio. Other income 
declined primarily due to lower service income compared to 2019. 
Research and development expenses decreased compared to 2019 
as a result of targeted project reductions related to COVID 
spending adjustments. Selling, administrative and general 
expenses decreased primarily due to spending reductions and the 
favorable effects of currency translation, mostly offset by 
employee-separation expenses (see Note 5) and an increase in the 
provision for credit losses. Interest expense decreased in 2020 due 
to lower average borrowing rates, partially offset by higher 
average borrowings. Other operating expenses increased 
compared to 2019 largely due to increased depreciation of 
equipment on operating leases, employee-separation expenses 
(see Note 5), anda loss on sale of a business (see Note 4). These 
items were mostly offset by lower impairments and reduced losses 
on operating lease residual values and reduced service related 
expenses. 


The company has several funded and unfunded defined benefit 
pension plans and other postretirement benefit (OPEB) plans, 
primarily health care and life insurance plans. The company’s costs 
for these plans in 2020 were $341 million, compared with $235 
million in 2019. The long-term expected return on plan assets, 
which is reflected in these costs, was an expected gain of 6.4 
percent in 2020 and 6.5 percent in 2019, or $869 million and $838 
million, respectively. The actual return was a gain of $1,177 million in 
2020 and $2,163 million in 2019. In 2021, the expected return will be 
approximately 5.9 percent. The company’s costs under these plans 
in 2021 are expected to decrease approximately $150 million. 





The company makes any required contributions to the plan assets 
under applicable regulations and voluntary contributions after 
evaluating the company’s liquidity position and ability to make tax- 
deductible contributions. Total company contributions to the plans 
were $95] million in 2020 and $518 million in 2019, which included 
voluntary contributions and direct benefit payments. The 
voluntary contributions to plan assets were $700 million in 2020 to 
a U.S. OPEB plan, and $306 million in 2019, which included $300 
million to the same U.S. OPEB plan. Total company contributions in 
202] are expected to be approximately $950 million. The 
anticipated contributions include a voluntary U.S. OPEB plan 
contribution of $700 million. The remaining contributions primarily 
include direct benefit payments from company funds. The 
company has no significant required contributions to U.S. pension 
plan assets in 2021 under applicable funding regulations. See the 
discussion in “Critical Accounting Policies” for more information 
about pension and OPEB benefit obligations. 


BUSINESS SEGMENT AND GEOGRAPHIC AREA RESULTS 

The following discussion relates to operating results by reportable 
segment and geographic area. Operating profit is income before 
corporate expenses, certain external interest expense, certain 
foreign exchange gains or losses, and income taxes. However, the 
financial services segment operating profit includes the effect of 
interest expense and foreign currency exchange gains or losses. 


Worldwide Agriculture and Turf Operations 
The agriculture and turf segment results in millions of dollars follow: 


2020 2019. %Change 


NOE SACS cicsiocsackcvsaseidclchiceadeatucstdntstacess S 22,325 S 23,666 =6 
Operating profit 0.0.0... 2,969 2,506 +18 
BET SEG TA GIN sesiertaceenesiapiaseneaiesiaiacts 13.3% 10.6% 


Segment sales decreased due to lower shipment volumes and the 
unfavorable effects of currency translation, partially offset by price 
realization. Operating profit increased largely due to price realization, 
reduced selling, administrative and general expenses, lower research 
and development expenses, lower warranty expenses, and improved 
production costs. These items were partially offset by lower sales 
volumes / mix, employee-separation expenses, impairments, and the 
unfavorable effects of currency exchange. 


Agriculture & Turf Operating Profit 





2020 compared to 2019 
$ in millions 

$402 ($268) 

ov $6 $2,969 
$316 ($165) $114 
$2,506 ($538) a 

2019 Volume! Price Currency Warranty Production SA&G/ Specal Other 2020 

Mex Costs R&D lems 


Worldwide Construction and Forestry Operations 
The construction and forestry segment results in millions of dollars 
follow: 


2020 2019 % Change 


NCUA || 2 gear eo ee ee S 8,947 S$ 11,220 -20 
Operating profit ......... eee 590 1,215 -5] 
Operating Margin ...........cceceeeeeeeee. 6.6% 10.8% 


Segment sales decreased in 2020 primarily due to lower shipment 
volumes and the unfavorable effect of currency translation, 
partially offset by price realization. Operating profit declined 
mainly due to lower sales volume / mix, employee-separation 
expenses, impairments, and the unfavorable effects of currency 
exchange. The operating profit decrease was partially offset by 
price realization, lower research and development expenses, 
reduced selling, administrative and general expenses, and 
improved production costs. 


Construction & Forestry Operating Profit 


2020 compared to 2019 
5 an mula 
$1.215 ($770) 
$56 ($182) 
$73 
$225 (S239) S18 
J: Ea 


($6) $590 





2019 Volume’ Price Cunency Warranty Production SA&G’ Special Other 2020 
vic Costs 


R&D errs 
Worldwide Financial Services Operations 

The financial services segment revenue, interest expense, and 
operating profit in millions of dollars follow: 


2020 2019 % Change 


Revenue (including 


intercompany revenue) .............6. S 3,867 S 3,969 -3 
Interest Expense ............c:cceceeeeeseee: 942 1,234 -24 
Operating profit ...........ceeeeeeee 746 694 +] 


Operating profit in 2020 increased mainly due to lower 
impairments and reduced losses on operating lease residual values 
and income earned on a higher average portfolio, partially offset 
by a higher provision for credit losses, employee-separation 
expenses, and unfavorable financing spreads. The average balance 
of receivables and leases financed was 2 percent higher in 2020, 
compared with 2019. Interest expense decreased in 2020 as a result 
of lower average borrowing rates, partially offset by higher 
average borrowings. 


20 





Equipment Operations in U.S. and Canada 
The equipment operations in the U.S. and Canada results in 
millions of dollars follow: 


2020 2019 % Change 


Net Sal@S oo... ceececeeseeeeeeeeeeeeeeseeneeees S 17,954 $ 20,264 -1] 
2,194 7A -6 
12.2% 1.5% 


Operating profit ........0. eee 
Operating MArGiN ..........ceseeeeceens 


The operating profit decrease was due primarily to lower sales 
volume / mix and employee-separation expenses, partially offset 
by price realization, lower research and development costs, 
reduced selling, general and administrative expenses, improved 
production costs, and lower warranty expenses. Net sales 
decreased in 2020 due primarily to lower sales volumes, partially 
offset by price realization. The physical volume of sales decreased 
14 percent compared with 2019. 


Equipment Operations outside U.S. and Canada 
The equipment operations outside the U.S. and Canada results in 
millions of dollars follow: 


2020 2019 % Change 


Net Sal@S.....ccccccccecsecseesseeseeeseeeseeeeeees S 13,318 S 14,622 -9 
OD Era tinG DIOTIE vseesscecueescateescensies 1,365 1,386 -2 
Operating Marin... 10.2% 9.3% 


Operating profit decreased primarily due to lower sales volume / 
mix, impairments, employee-separation expenses, and the 
unfavorable effects of currency exchange, largely offset by price 
realization, reduced selling, general and administrative expenses, 
lower research and development costs, improved production costs, 
and lower warranty expenses. The net sales decrease in 2020 
compared to 2019 was primarily the result of lower sales volume 
and the unfavorable effects of currency translation, partially offset 
by price realization. The physical volume of sales decreased 9 
percent compared with 2019. 


MARKET CONDITIONS 


Agriculture and Turf. Industry sales of agricultural equipment in the 
U.S. and Canada are forecast to increase 5 to 10 percent driven by 
gains in larger models. Full year industry sales in Europe are 
forecast to be about the same as 2020 to 5 percent higher. In 
South America, industry sales of tractors and combines are 
forecast to be about 5 percent higher while Asian sales are 
expected to be slightly lower than 2020. Industry sales of turf and 
utility equipment in the U.S. and Canada are expected to be about 
the same to 5 percent higher for 2021. 


Construction and Forestry. Full year 2021 North American 
construction equipment industry sales are expected to be down 
about 5 percent with sales of compact equipment up about 5 
percent. Global forestry industry sales are forecast to be about the 
same to 5 percent higher in 2021. 


Financial Services. Results for the full year 2021 are expected to 
benefit from favorable financing spreads, lower losses on 
operating lease residual values, and income earned on a higher 
average portfolio, partially offset by a higher provision for credit 
losses. 


SAFE HARBOR STATEMENT 

Safe Harbor Statement under the Private Securities Litigation 
Reform Act of 1995: Statements under “Overview,” “Market 
Conditions,” and other forward-looking statements herein that 
relate to future events, expectations, and trends involve factors 
that are subject to change, and risks and uncertainties that could 
cause actual results to differ materially. Some of these risks and 
uncertainties could affect particular lines of business, while others 
could affect all of the company’s businesses. 


The company’s agricultural equipment business is subject to a 
number of uncertainties including the factors that affect 
farmers’ confidence and financial condition. These factors 
include demand for agricultural products, world grain stocks, 
weather conditions, soil conditions, harvest yields, prices for 
commodities and livestock, crop and livestock production 
expenses, availability of transport for crops, trade restrictions 
and tariffs (e.g., China), global trade agreements, the level of 
farm product exports (including concerns about genetically 
modified organisms), the growth and sustainability of non-food 
uses for some crops (including ethanol and biodiesel 
production), real estate values, available acreage for farming, the 
land ownership policies of governments, changes in government 
farm programs and policies, international reaction to such 
programs, changes in and effects of crop insurance programs, 
changes in environmental regulations and their impact on 
farming practices, animal diseases (e.g., African swine fever) and 
their effects on poultry, beef and pork consumption and prices 
and on livestock feed demand, and crop pests and diseases and 
the impact of the COVID pandemic on the agricultural industry 
including demand for, and production and exports of, 
agricultural products, and commodity prices. 


Factors affecting the outlook for the company’s turf and utility 
equipment include consumer confidence, weather conditions, 
customer profitability, labor supply, consumer borrowing 
patterns, consumer purchasing preferences, housing starts and 
supply, infrastructure investment, spending by municipalities 
and golf courses, and consumable input costs. Many of these 
factors have been and may continue to be impacted by global 
economic effects, including the downturn resulting from the 
COVID pandemic and responses to the pandemic taken by 
governments and other authorities. 


Consumer spending patterns, real estate and housing prices, the 
number of housing starts, interest rates, commodity prices such 
as oil and gas, the levels of public and non-residential 
construction, and investment in infrastructure are important to 
sales and results of the company’s construction and forestry 
equipment. Prices for pulp, paper, lumber and structural panels 
are important to sales of forestry equipment. Many of these 
factors affecting the outlook for the company’s construction 
and forestry equipment have been and may continue to be 
impacted by global economic effects, including the downturn 
resulting from the COVID pandemic and responses to the 
pandemic taken by governments and other authorities. 





All of the company’s businesses and its results are affected by 
general economic conditions in the global markets and industries 
in which the company operates; customer confidence in general 
economic conditions; government spending and taxing; foreign 
currency exchange rates and their volatility, especially 
fluctuations in the value of the U.S. dollar; interest rates 
(including the availability of IBOR reference rates); inflation and 
deflation rates; changes in weather patterns; the political and 
social stability of the global markets in which the company 
operates; the effects of, or response to, terrorism and security 
threats; wars and other conflicts; natural disasters; and the 
spread of major epidemics (including the COVID pandemic) and 
government and industry responses to epidemics such as travel 
restrictions and extended shut down of businesses. 


Uncertainties related to the magnitude and duration of the 
COVID pandemic may significantly adversely affect the 
company’s business and outlook. These uncertainties include: 
the duration and impact of the resurgence in COVID cases in any 
country, state, or region; prolonged reduction or closure of the 
company’s operations, or a delayed recovery in our operations; 
additional closures as mandated or otherwise made necessary by 
governmental authorities; disruptions in the supply chain anda 
prolonged delay in resumption of operations by one or more key 
suppliers, or the failure of any key suppliers; the company’s 
ability to meet commitments to customers ona timely basis as a 
result of increased costs and supply challenges; the ability to 
receive goods ona timely basis and at anticipated costs; 
increased logistics costs; delays in the company’s strategic 
initiatives as a result of reduced spending on research and 
development; additional operating costs due to remote working 
arrangements, adherence to social distancing guidelines and 
other COVID-related challenges; increased risk of cyber attacks 
on network connections used in remote working arrangements; 
increased privacy-related risks due to processing health-related 
personal information; legal claims related to personal protective 
equipment designed, made, or provided by the company or 
alleged exposure to COVID on company premises; absence of 
employees due to illness; the impact of the pandemic on the 
company’s customers and dealers, and their delays in their plans 
to invest in new equipment; requests by the company’s 
customers or dealers for payment deferrals and contract 
modifications; the impact of disruptions in the global capital 
markets and/or continued declines in the company’s financial 
performance, outlook or credit ratings, which could impact the 
company’s ability to obtain funding in the future; and the impact 
of the pandemic on demand for our products and services as 
discussed above. It is unclear when a sustained economic 
recovery could occur and what a recovery may look like. All of 
these factors could materially and adversely affect our business, 
liquidity, results of operations and financial position. 


Significant changes in market liquidity conditions, changes in the 
company’s credit ratings and any failure to comply with financial 
covenants in credit agreements could impact access to funding 
and funding costs, which could reduce the company’s earnings 
and cash flows. Financial market conditions could also negatively 


impact customer access to capital for purchases of the 
company’s products and customer confidence and purchase 
decisions, borrowing and repayment practices, and the number 
and size of customer loan delinquencies and defaults. A debt 
crisis, in Europe or elsewhere, could negatively impact 
currencies, global financial markets, social and political stability, 
funding sources and costs, asset and obligation values, 
customers, suppliers, demand for equipment, and company 
operations and results. The company’s investment management 
activities could be impaired by changes in the equity, bond and 
other financial markets, which would negatively affect earnings. 


The withdrawal of the United Kingdom from the European Union 
and the perceptions as to the impact of the withdrawal may 
adversely affect business activity, political stability and 
economic conditions in the United Kingdom, the European Union 
and elsewhere. The economic conditions and outlook could be 
further adversely affected by (i) uncertainty regarding any new 
or modified trade arrangements between the United Kingdom 
and the European Union and/or other countries, (ii) the risk that 
one or more other European Union countries could come under 
increasing pressure to leave the European Union, or (iii) the risk 
that the euro as the single currency of the Eurozone could cease 
to exist. Any of these developments, or the perception that any 
of these developments are likely to occur, could affect economic 
growth or business activity in the United Kingdom or the 
European Union, and could result in the relocation of businesses, 
cause business interruptions, lead to economic recession or 
depression, and impact the stability of the financial markets, 
availability of credit, currency exchange rates, interest rates, 
financial institutions, and political, financial and monetary 
systems. Any of these developments could affect our 
businesses, liquidity, results of operations and financial position. 


Additional factors that could materially affect the company’s 
operations, access to capital, expenses and results include 
changes in, uncertainty surrounding and the impact of 
governmental trade, banking, monetary and fiscal policies, 
including financial regulatory reform and its effects on the 
consumer finance industry, derivatives, Funding costs and other 
areas; governmental programs, policies, and tariffs for the 
benefit of certain industries or sectors; sanctions in particular 
jurisdictions; retaliatory actions to such changes in trade, 
banking, monetary and fiscal policies; actions by central banks; 
actions by financial and securities regulators; actions by 
environmental, health and safety regulatory agencies, including 
those related to engine emissions, carbon and other greenhouse 
gas emissions, noise and the effects of climate change; changes 
to GPS radio frequency bands or their permitted uses; changes in 
labor and immigration regulations; changes to accounting 
standards; changes in tax rates, estimates, laws and regulations 
and company actions related thereto; changes to and compliance 
with privacy regulations; changes to and compliance with 
economic sanctions and export controls laws and regulations; 
compliance with U.S. and foreign laws when expanding to new 
markets and otherwise; and actions by other regulatory bodies. 
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Other factors that could materially affect results include 
production, design and technological innovations and 
difficulties, including capacity and supply constraints and prices; 
the loss of or challenges to intellectual property rights whether 
through theft, infringement, counterfeiting or otherwise; the 
availability and prices of strategically sourced materials, 
components and whole goods; delays or disruptions in the 
company’s supply chain or the loss of liquidity by suppliers; 
disruptions of infrastructures that support communications, 
operations or distribution; the failure of customers, dealers, 
suppliers or the company to comply with laws, regulations and 
company policy pertaining to employment, human rights, health, 
safety, the environment, sanctions, export controls, anti- 
corruption, privacy and data protection and other ethical 
business practices; events that damage the company’s 
reputation or brand; significant investigations, claims, lawsuits 
or other legal proceedings; start-up of new plants and products; 
the success of new product initiatives; changes in customer 
product preferences and sales mix; gaps or limitations in rural 
broadband coverage, capacity and speed needed to support 
technology solutions; oil and energy prices, supplies and 
volatility; the availability and cost of freight; actions of 
competitors in the various industries in which the company 
competes, particularly price discounting; dealer practices 
especially as to levels of new and used field inventories; changes 
in demand and pricing for used equipment and resulting impacts 
on lease residual values; labor relations and contracts; changes in 
the ability to attract, train and retain qualified personnel; 
acquisitions and divestitures of businesses; greater than 
anticipated transaction costs; the integration of new businesses; 
the failure or delay in closing or realizing anticipated benefits of 
acquisitions, joint ventures or divestitures; the implementation 
of organizational changes; the failure to realize anticipated 
savings or benefits of cost reduction, productivity, or efficiency 
efforts; difficulties related to the conversion and 
implementation of enterprise resource planning systems; 
security breaches, cybersecurity attacks, technology failures and 
other disruptions to the company’s and suppliers’ information 
technology infrastructure; changes in company declared 
dividends and common stock issuances and repurchases; 
changes in the level and funding of employee retirement 
benefits; changes in market values of investment assets, 
compensation, retirement, discount and mortality rates which 
impact retirement benefit costs; and significant changes in 
health care costs. 


The liquidity and ongoing profitability of John Deere Capital 
Corporation and other credit subsidiaries depend largely on 
timely access to capital in order to meet future cash flow 
requirements, and to fund operations, costs, and purchases of 
the company’s products. If general economic conditions 
deteriorate or capital markets become more volatile, including as 
a result of the COVID pandemic, funding could be unavailable or 
insufficient. Additionally, customer confidence levels may result 
in declines in credit applications and increases in delinquencies 


and default rates, which could materially impact write-offs and 
provisions for credit losses. 


The company’s forward-looking statements are based upon 
assumptions relating to the factors described above, which are 
sometimes based upon estimates and data prepared by 
government agencies. Such estimates and data are often 
revised. The company, except as required by law, undertakes no 
obligation to update or revise its forward-looking statements, 
whether as a result of new developments or otherwise. Further 
information concerning the company and its businesses, 
including factors that could materially affect the company’s 
financial results, is included in the company’s other filings with 
the SEC (including, but not limited to, the factors discussed in 
Item 1A. Risk Factors of this annual report on Form 10-K and 
subsequent quarterly reports on Form 10-Q). 


2019 COMPARED WITH 2018 


The comparison of the 2019 results with 2018 can be found under 
the heading “2019 Compared With 2018" in the “Management's 
Discussion and Analysis” section of the company’s 2019 Form 10-K, 
which comparison is incorporated by reference herein. 


CAPITAL RESOURCES AND LIQUIDITY 


The discussion of capital resources and liquidity has been organized 
to review separately, where appropriate, the company’s consolidated 
totals, equipment operations, and financial services operations. 


CONSOLIDATED 

Positive cash flows from consolidated operating activities in 2020 
were $7483 million. This resulted primarily from net income 
adjusted for non-cash provisions, a decrease in receivables related 
to sales, and a decrease in inventories, which were partially offset 
by a change in net retirement benefits (see Note 8). Cash outflows 
from investing activities were $3,319 million in 2020, due primarily 
to the cost of receivables (excluding receivables related to sales) 
and cost of equipment on operating leases acquired exceeding the 
collections of receivables and the proceeds from sales of 
equipment on operating leases by $2,637 million, purchases of 
property and equipment of $820 million, acquisition of businesses, 
net of cash acquired, of $66 million (see Note 4), and purchases of 
marketable securities exceeding proceeds from maturities and 
sales by $37 million, partially offset by a change in collateral on 
derivatives — net of $268 million. Cash outflows from financing 
activities were $980 million in 2020, due primarily to dividends paid 
of $956 million and repurchases of common stock of $750 million, 
partially offset by an increase in borrowings of $528 million and 
proceeds from the issuance of common stock (resulting from the 
exercise of stock options) of $331 million. Cash, cash equivalents, 
and restricted cash increased $3,216 million during 2020. The 
increase in cash was primarily to provide added liquidity due to the 
financial uncertainty created by COVID. 








Over the last three years, operating activities have provided an 
aggregate of $12,717 million in cash. Cash inflows were also 
provided by increases in borrowings of $5,687 million, proceeds 
from issuance of common stock (resulting from the exercise of 
stock options) of $726 million, a change in collateral on derivatives 





— net of $268 million, and proceeds from sales of businesses and 
unconsolidated affiliates of $249 million. The aggregate amount of 
these cash inflows was used mainly to acquire receivables 
(excluding receivables related to sales) and equipment on 
operating leases that exceeded collections of receivables and the 
proceeds from sales of equipment on operating leases by $7480 
million, acquire businesses of $5,311 million, repurchase common 
stock of $2,961 million, purchase property and equipment of 
$2,836 million, and pay dividends of $2,705 million. Cash, cash 
equivalents, and restricted cash decreased $2,295 million over the 
three-year period. 


The company has access to most global capital markets at 
reasonable costs and expects to have sufficient sources of global 
funding and liquidity to meet its funding needs. Sources of 
liquidity for the company include cash and cash equivalents, 
marketable securities, Funds from operations, the issuance of 
commercial paper and term debt, the securitization of retail notes 
(both public and private markets), and committed and 
uncommitted bank lines of credit. The company’s commercial 
paper outstanding at November 1, 2020 and November 3, 2019 was 
$1,238 million and $2,698 million, respectively, while the total cash 
and cash equivalents and marketable securities position was $7,707 
million and $4,438 million, respectively. The amount of the total 
cash and cash equivalents and marketable securities held by 
foreign subsidiaries was $5,010 million and $2,731 million at 
November 1, 2020 and November 3, 2019, respectively. 


Lines of Credit. The company also has access to bank lines of credit 
with various banks throughout the world. Worldwide lines of credit 
totaled $8,413 million at November 1, 2020, $6,801 million of which 
were unused. For the purpose of computing the unused credit 
lines, commercial paper, and short-term bank borrowings, 
excluding secured borrowings and the current portion of long- 
term borrowings, were primarily considered to constitute 
utilization. Included in the total credit lines at November 1, 2020 
was a 364-day credit facility agreement of $3,000 million, expiring 
in fiscal April 2021. In addition, total credit lines included long-term 
credit facility agreements of $2,500 million, expiring in fiscal 

April 2024, and $2,500 million, expiring in fiscal April 2025. The 
agreements are mutually extendable and the annual facility fees 
are not significant. These credit agreements require John Deere 
Capital Corporation (Capital Corporation) to maintain its 
consolidated ratio of earnings to fixed charges at not less than 1.05 
to | for each fiscal quarter and the ratio of senior debt, excluding 
securitization indebtedness, to capital base (total subordinated 
debt and stockholder’s equity excluding accumulated other 
comprehensive income (loss}) at not more than 1] to 1 at the end of 
any fiscal quarter. The credit agreements also require the 
equipment operations to maintain a ratio of total debt to total 
capital (total debt and stockholders’ equity excluding accumulated 
other comprehensive income (loss)) of 65 percent or less at the end 
of each fiscal quarter. Under this provision, the company’s excess 
equity capacity and retained earnings balance free of restriction at 
November 1, 2020 was $12,892 million. Alternatively under this 
provision, the equipment operations had the capacity to incur 
additional debt of $23,942 million at November 1, 2020. All of these 


credit agreement requirements have been met during the periods 
included in the consolidated financial statements. 


Debt Ratings. To access public debt capital markets, the company 
relies on credit rating agencies to assign short-term and long-term 
credit ratings to the company’s securities as an indicator of credit 
quality for fixed income investors. A security rating is not a 
recommendation by the rating agency to buy, sell, or hold company 
securities. A credit rating agency may change or withdraw 
company ratings based on its assessment of the company’s current 
and future ability to meet interest and principal repayment 
obligations. Each agency's rating should be evaluated 
independently of any other rating. Lower credit ratings generally 
result in higher borrowing costs, including costs of derivative 
transactions, and reduced access to debt capital markets. 


The senior long-term and short-term debt ratings and outlook 
currently assigned to unsecured company securities by the rating 
agencies engaged by the company are as follows: 


Senior 
Long-Term Short-Term Outlook 
Fitch RatingS .........::ececceeeceeeteees A Fl Stable 
Moody's Investors Service, Inc......... A2 Prime-l Stable 
SPANGALT SPOOK S ecciesrinesheeonccstwernnt A A-| Stable 


Trade accounts and notes receivable primarily arise from sales of 
goods to independent dealers. Trade receivables decreased by 
$1,059 million in 2020 due primarily to lower shipment volumes. 
The ratio of trade accounts and notes receivable at November |, 
2020 and November 3, 2019 to fiscal year net sales was 13 percent 
in 2020 and 15 percent in 2019. Total worldwide agriculture and turf 
receivables decreased $343 million and construction and forestry 
receivables decreased $716 million. The collection period for trade 
receivables averages less than 12 months. The percentage of trade 
receivables outstanding for a period exceeding 12 months was 3 
percent at both November 1, 2020 and November 3, 2019. 


Deere & Company’s stockholders’ equity was $12,937 million at 
November 1, 2020, compared with $11,413 million at November 3, 
2019. The increase of $1,524 million resulted from net income 
attributable to Deere & Company of $2,751 million, an increase in 
common stock of $253 million, and a change in the cumulative 
translation adjustment of $55 million, which was partially offset by 
dividends declared of $955 million and an increase in treasury 
stock of $591 million. 


EQUIPMENT OPERATIONS 

The company’s equipment businesses are capital intensive and are 
subject to seasonal variations in financing requirements for 
inventories and certain receivables from dealers. The equipment 
operations sell a significant portion of their trade receivables to 
financial services. To the extent necessary, funds provided from 
operations are supplemented by external financing sources. 


Cash provided by operating activities of the equipment operations 
during 2020, including intercompany cash flows, was $4,760 million 
due primarily to net income adjusted for non-cash provisions, a 
decrease in inventories, and a decrease in trade, notes 
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and financing receivables related to sales, partially offset by a 
change in net retirement benefits (see Note 8) and a decrease in 
accounts payable and accrued expenses. 


Over the last three years, these operating activities, including 
intercompany cash flows, have provided an aggregate of $11,241 
million in cash. 


Trade receivables held by the equipment operations decreased by 
$469 million during 2020. The equipment operations sell a 
significant portion of their trade receivables to financial services 
(see previous consolidated discussion). 


Inventories decreased by $976 million in 2020 due primarily to a 
planned reduction based on the uncertainty related to COVID and 
other macroeconomic issues. A majority of these inventories are 
valued on the last-in, first-out (LIFO) method. The ratios of 
inventories ona first-in, first-out (FIFO) basis (see Note 15), which 
approximates current cost, to fiscal year cost of sales were 28 
percent and 29 percent at November 1, 2020 and November 3, 2019, 
respectively. 


Total interest-bearing debt, excluding finance lease liabilities, of 
the equipment operations was $10,382 million at the end of 2020, 
compared with $6,446 million at the end of 2019 and $6,223 
million at the end of 2018. The ratio of total debt to total capital 
(total interest-bearing debt and Deere & Company's stockholders’ 
equity) at the end of 2020, 2019, and 2018 was 45 percent, 36 
percent, and 36 percent, respectively. 


In 2020, the equipment operations issued three tranches of notes in 
the U.S. with aggregate principal totaling $2,250 million that are due 
from 2025 to 2050. The equipment operations also issued Euro notes 
with aggregate principal totaling €2,000 million (approximately 
$2,170 million based on the exchange rate at the issue date) that are 
due from 2024 to 2032 (see Note 20). In 2020, the equipment 
operations issued commercial paper in the U.S. with aggregate 
principal totaling $466 million, of which $448 million had an original 
term greater than 90 days. This commercial paper was repaid in 2020 
and is presented in “Increase (decrease) in total short-term 
borrowings” in the statement of consolidated cash flows. 


Property and equipment cash expenditures for the equipment 
operations in 2020 were $816 million, compared with $1,118 million in 
2019. Capital expenditures in 2021 are estimated to be $900 million. 


FINANCIAL SERVICES 

The financial services operations rely on their ability to raise 
substantial amounts of funds to finance their receivable and lease 
portfolios. Their primary sources of funds for this purpose are a 
combination of commercial paper, term debt, securitization of 
retail notes, equity capital, and borrowings from Deere & Company. 


The cash provided by operating activities was used for investing 
and financing activities. Cash flows from the financial services’ 
operating activities, including intercompany cash flows, were 
$1,976 million in 2020. Cash used by investing activities totaled 
$1,216 million in 2020 due primarily to the cost of receivables 
(excluding trade and wholesale) and cost of equipment on 
operating leases acquired exceeding collections of these 


receivables and the proceeds from sales of equipment on 
operating leases by $3,414 million, and purchases of marketable 
securities exceeding proceeds from maturities and sales by $33 
million. Partially offsetting the use of cash was a decrease in trade 
receivables and wholesale notes of $1,999 million and a change in 
collateral on derivatives — net of $274 million. Cash used for 
financing activities totaled $460 million in 2020, resulting primarily 
from a decrease in external borrowings of $3,274 million and 
dividends paid to Deere & Company of $386 million, partially 
offset by an increase in borrowings from Deere & Company of 
$3,207 million. Cash, cash equivalents, and restricted cash 
increased $256 million. 


Over the last three years, the operating activities, including 
intercompany cash flows, have provided $6,036 million in cash. In 
addition, an increase in total borrowings of $5,916 million and a 
change in collateral on derivatives — net of $274 million provided 
cash inflows. These amounts have been used mainly to fund 
receivables (excluding trade and wholesale) and equipment on 
operating lease acquisitions, which exceeded collections and the 
proceeds from sales of equipment on operating leases, by $10,615 
million, pay dividends to Deere & Company of $1,277 million, 
purchase $161 million of marketable securities in excess of 
maturities and sales, and fund an increase in trade and wholesale 
receivables of $158 million. Cash, cash equivalents, and restricted 
cash decreased $277 million over the three-year period. 


Receivables and equipment on operating leases decreased by $332 
million in 2020, compared with 2019. Total acquisition volumes of 
receivables (excluding trade and wholesale) and cost of equipment 
on operating leases increased 2 percent in 2020, compared with 
2019. The volume of retail notes increased approximately 9 
percent. The volume of revolving charge accounts remained about 
the same. The volumes of operating leases and financing leases 
decreased 18 percent and 5 percent, respectively. During 2020, the 
wholesale notes and trade receivables portfolios decreased 25 
percent and 17 percent, respectively. 


Total external interest-bearing debt of the financial services 
operations was $35,556 million at the end of 2020, compared with 
$38,888 million at the end of 2019 and $36,033 million at the end 
of 2018. Total external borrowings have changed generally 
corresponding with the level of the receivable and lease portfolio, 
the level of cash and cash equivalents, the change in payables 
owed to Deere & Company, and the change in investment from 
Deere & Company. The financial services operations’ ratio of total 
interest-bearing debt to total stockholder’s equity was 78 to | at 
the end of 2020, 8.0 to 1 at the end of 2019, and 75 to 1 at the end 
of 2018. 


The Capital Corporation has a revolving credit agreement to utilize 
bank conduit facilities to securitize retail notes (see Note 14). At 
November 1, 2020, the facility had a total capacity, or “financing 
limit,” of up to $3,500 million of secured financings at any time. 
The facility was renewed in November 2020 with a capacity of 
$2,000 million. After a two-year revolving period, unless the banks 
and Capital Corporation agree to renew, Capital Corporation would 
liquidate the secured borrowings over time as payments on the 





retail notes are collected. At November 1, 2020, $1,802 million of 
short-term securitization borrowings was outstanding under the 
agreement. 


During 2020, the financial services operations issued $3,274 million 
and retired $2,895 million of retail note securitization borrowings. 
During 2020, the financial services operations also issued $4,685 
million and retired $6,776 million of long-term borrowings, which 
were primarily medium-term notes. 


OFF-BALANCE-SHEET ARRANGEMENTS 


At November 1, 2020, the company had approximately $380 million 


of guarantees issued primarily to banks outside the U.S. and 
Canada related to third-party receivables for the retail financing of 
John Deere equipment. The company may recover a portion of any 
required payments incurred under these agreements from 
repossession of the equipment collateralizing the receivables. The 
maximum remaining term of the receivables guaranteed at 
November 1, 2020 was approximately seven years. 


AGGREGATE CONTRACTUAL OBLIGATIONS 


The payment schedule for the company’s contractual obligations at 


November 1, 2020 in millions of dollars is as follows: 


Less More 
than 2&3 4&5 — than 
Total lyear years years Syears 


On-balance-sheet 
Debt* 


Equipment operations** $ 10,441 S$ 292 $ 1,804 S$ 1,635 S$ 6,710 


Financial services** 34,948 10,634 14215 5444 4,655 
Total... 45,389 10,926 16,019 7,079 11,365 
Interest relating to debt*** 5,937 95] 1,23] 781 = 2,974 
Accounts payable ........ 3022 2,933 63 24 2 
Operating leases.......... 323 90 126 66 4] 
Finance leases ............. 62 a2 30 8 2 
Off-balance-sheet 
Purchase obligations...... 2,/08 2,640 6] 5 2 
TO) scans zesestattonssean tenes: S 57,441 $17,562 $17,530 $7,963 $14,386 


* Principal payments. 

Payments related to securitization borrowings of $4,687 million 
classified as short-term on the balance sheet related to the 
securitization of retail notes are included in this table based on the 
expected payment schedule (see Note 18). 

*** Includes projected payments related to interest rate swaps. 


The previous table does not include unrecognized tax benefit 
liabilities of approximately $668 million at November 1, 2020, since 
the timing of future payments is not reasonably estimable at this 
time (see Note 9). For additional information regarding pension and 
OPEB obligations, short-term borrowings, long-term borrowings, 
and lease obligations, see Notes 8, 18, 20, and 25, respectively. 


CRITICAL ACCOUNTING POLICIES 


The preparation of the company’s consolidated financial 
statements in conformity with accounting principles generally 
accepted in the U.S. requires management to make estimates and 
assumptions that affect reported amounts of assets, liabilities, 
revenues, and expenses. Changes in these estimates and 
assumptions could have a significant effect on the financial 


statements. The accounting policies below are those management 
believes are the most critical to the preparation of the company’s 
financial statements and require the most difficult, subjective, or 
complex judgments. The company’s other accounting policies are 
described in the Notes to the Consolidated Financial Statements. 


Sales Incentives 

At the time a sale to a dealer is recognized, the company records an 
estimate of the future sales incentive costs as a reduction to the 
sales price. These incentives may be based on a dealer’s purchase 
volume, or on retail sales incentive programs for allowances and 
financing programs that will be due when the dealer sells the 
equipment to a retail customer. The estimated cost of these 
programs is based on historical data, announced and expected 
incentive programs, field inventory levels, and forecasted sales 
volumes. The final cost of these programs is determined at the end 
of the measurement period for volume-based incentives or when 
the dealer sells the equipment to the retail customer. This is due to 
numerous programs available at any particular time and new 
programs that may be announced after the company records the 
equipment sale. Changes in the mix and types of programs affect 
these estimates, which are reviewed quarterly. 


The sales incentive accruals at November 1, 2020, November 3, 
2019, and October 28, 2018 were $1,718 million, $2,033 million, and 
$1,850 million, respectively. The total accrual is recorded $1,109 
million, $1,443 million, and $1,297 million in trade accounts and 
notes receivable — net, and $609 million, $590 million, and $553 
million in accounts payable and accrued expenses at November |, 
2020, November 3, 2019, and October 28, 2018, respectively. The 
decrease in 2020 primarily resulted from lower sales volume and 
the increase in 2019 primarily related to higher sales volume. 


The estimation of the retail sales incentive accrual is impacted by 
many assumptions. One of the key assumptions is the predictive 
value of the historical percent of retail sales incentive costs to retail 
sales from dealers. Over the last five fiscal years, this percent has 
varied by an average of approximately plus or minus .6 percent, 
compared to the average retail sales incentive costs to retail sales 
percent during that period. Holding other assumptions constant, if 
this estimated retail incentive cost experience percent were to 
increase or decrease .6 percent, the sales incentive accrual at 
November 1, 2020 would increase or decrease by approximately 
S42 million. 


Product Warranties 

At the time a sale is recognized, the company records the estimated 
future warranty costs. The company generally determines its total 
warranty liability by applying historical claims rate experience to the 
estimated amount of equipment that has been sold and is still under 
warranty based on dealer inventories and retail sales. The historical 
claims rate is primarily determined by a review of five-year claims 
costs and consideration of current quality developments. Variances 
in claims experience and the type of warranty programs affect these 
estimates, which are reviewed quarterly. 


The product warranty accruals, excluding extended warranty 
unamortized premiums, at November 1, 2020, November 3, 2019, 
and October 28, 2018 were $1,105 million, $1,218 million, and $146 
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million, respectively. The decrease in 2020 primarily related to 
lower sales volume and the increase in 2019 was related primarily to 
higher sales volume. 


Estimates used to determine the product warranty accruals are 
significantly affected by the historical percent of warranty claims 
costs to sales. Over the last five fiscal years, this percent has varied 
by an average of approximately plus or minus .07 percent, 
compared to the average warranty costs to sales percent during 
that period. Holding other assumptions constant, if this estimated 
cost experience percent were to increase or decrease .07 percent, 
the warranty accrual at November 1, 2020 would increase or 
decrease by approximately $27 million. 


Postretirement Benefit Obligations 

Pension and other postretirement benefit, primarily health care 
and life insurance plans, obligations are based on various 
assumptions used by the company’s actuaries in calculating these 
amounts. These assumptions include discount rates, health care 
cost trend rates, expected return on plan assets, compensation 
increases, retirement rates, mortality rates, and other factors. 
Actual results that differ from the assumptions and changes in 
assumptions affect future expenses and obligations. 


The pension liabilities, net of pension assets, recognized on the 
balance sheet at November 1, 2020 and November 3, 2019 were 
$447 million and $226 million, respectively. The pension assets, net 
of pension liabilities, recognized on the balance sheet at October 
28, 2018 were $494 million. The increases in pension net liabilities 
in 2020 and 2019 were due primarily to decreases in discount rates 
and interest on the liabilities, largely offset by the return on plan 
assets. The OPEB liabilities, net of OPEB assets, at November |, 
2020, November 3, 2019, and October 28, 2018 were $3,892 million, 
$4,686 million, and $4,753 million, respectively. The decrease in 
OPEB net liabilities in 2020 was due primarily to contributions to a 
U.S. OPEB plan. The decrease in OPEB net liabilities in 2019 was 
due primarily to contributions to a U.S. OPEB plan, a decrease in 
health care trend rates, and company contributions for benefit 
payments, mostly offset by decreases in discount rates. 


The effect of hypothetical changes to selected assumptions on the 
company’s major U.S. retirement benefit plans would be as follows 
in millions of dollars: 


November 1, 2020 2021 


Increase Increase 
Percentage (Decrease) (Decrease) 
Assumptions Change PBO/APBO* Expense 
Pension 
Discount rate*™ «2.0... +/-5 S  (840)/972 S_ (37)/43 
Expected return on assets +/-.5 (59)/59 
OPEB 
Discount rate**........... +/-5 (304)/336 3/(3) 
Expected return on assets +/-.5 (7)/7 
Health care cost 
trend rate** +/-1.0 577/(482) 54/(33) 


* Projected benefit obligation (PBO) for pension plans and accumulated 
postretirement benefit obligation (APBO) for OPEB plans. 

** Pretax impact on service cost, interest cost, and amortization of gains 
or losses. 


Goodwill 

Goodwill is not amortized and is tested for impairment annually 
and when events or circumstances change such that it is more 
likely than not that the fair value of a reporting unit is reduced 
below its carrying amount. The end of the fiscal third quarter is the 
annual measurement date. To test for goodwill impairment, the 
carrying value of each reporting unit is compared with its fair 
value. If the carrying value of the goodwill is considered impaired, 
aloss is measured as the excess of the reporting unit’s carrying 
value over the fair value, with a limit of the goodwill allocated to 
that reporting unit. 


An estimate of the fair value of the reporting unit is determined 
through a combination of comparable market values for similar 
businesses and discounted cash flows. These estimates can change 
significantly based on such factors as the reporting unit’s financial 
performance, economic conditions, interest rates, growth rates, 
pricing, changes in business strategies, and competition. 


Based on this testing, the company has not identified a reporting 
unit for which the goodwill was impaired in 2020, 2019, or 2018. For 
all reporting units, a 10 percent decrease in the estimated fair value 
would have had no effect on the carrying value of goodwill at the 
annual measurement date in 2020. 


Allowance for Credit Losses 

The allowance for credit losses represents an estimate of the losses 
inherent in the company’s receivable portfolio. The level of the 
allowance is based on many quantitative and qualitative factors, 
including historical net loss experience by finance product 
category, portfolio duration, delinquency trends, economic 
conditions in the company’s major markets and geographies, 
commodity price trends, and credit risk quality. The company has 
an established process to calculate a range of possible outcomes 
and determine the adequacy of the allowance. The adequacy of 
the allowance is assessed quarterly by finance product category. 
Different assumptions or changes in economic conditions would 
result in changes to the allowance for credit losses and the 
provision for credit losses. 


The total allowance for credit losses at November 1, 2020, 
November 3, 2019, and October 28, 2018 was $223 million, $222 
million, and $248 million, respectively. The allowance was about 
the same in 2020 compared to 2019 with an increase in the 
financing receivable allowance largely offset by a decrease in the 
allowance for trade accounts and notes receivable (see Note 13). 
The allowance decrease in 2019 was mainly due to improvement in 
credit loss experience in certain foreign markets. 


The assumptions used in evaluating the company’s exposure to 
credit losses involve estimates and significant judgment. The 
historical loss experience on the receivable portfolio represents 
one factor used in determining the allowance for credit losses. 
Compared to the average loss experience over the last five fiscal 
years, this percent has varied by an average of approximately plus 
or minus .02 percent, compared to the average loss experience 
percent during that period. Holding other factors constant, if this 
estimated loss experience on the receivable portfolio were to 
increase or decrease .02 percent, the allowance for credit losses at 





November 1, 2020 would increase or decrease by approximately $9 
million. 


Operating Lease Residual Values 

The carrying value of equipment on operating leases is affected by 
the estimated fair values of the equipment at the end of the lease 
(residual values). Upon termination of the lease, the equipment is 
either purchased by the lessee or sold to a third party, in which 
case the company may record a gain or a loss for the difference 
between the estimated residual value and the sale price. The 
estimated residual values are based on several factors, including 
lease term, expected hours of usage, historical wholesale sales 
prices, return experience, intended equipment use, market 
dynamics and trends, and dealer residual guarantees. The company 
reviews residual value estimates during the lease term and tests 
carrying value of its operating leases when events or circumstances 
necessitate. Changes in residual value assumptions would affect 
the amount of depreciation expense and the amount of 
investment in equipment on operating leases. 


The total operating lease residual values at November 1, 2020, 
November 3, 2019, and October 28, 2018 were $5,254 million, 
$5,259 million, and $5,089 million, respectively. The minor 
decrease in 2020 primarily related to a lower average operating 
lease portfolio and the increase in 2019 was due primarily to 
increasing levels of operating leases. 


Estimates used in determining end of lease market values for 
equipment on operating leases significantly impact the amount 
and timing of depreciation expense. Hypothetically, if Future 
market values for this equipment were to decrease 10 percent from 
the company’s present estimates, the total effect would be to 
increase the company’s annual depreciation for equipment on 
operating leases by approximately $175 million. 


Income Taxes 

The company’s income tax provision, deferred income tax assets 
and liabilities, and liabilities for uncertain tax benefits represent 
the company’s best estimate of current and future income taxes to 
be paid. The annual tax rate is based on income tax laws, statutory 
tax rates, taxable income levels, and tax planning opportunities 
available in various jurisdictions where the company operates. 
These tax laws are complex, and require significant judgment to 
determine the consolidated provision for income taxes. Changes in 
tax laws, regulations, statutory tax rates, and estimates of the 
company’s future taxable income levels could result in actual 
realization of deferred taxes being materially different from 
amounts provided for in the consolidated financial statements. 


Deferred income taxes represent temporary differences between 
the tax and the financial reporting basis of assets and liabilities, 
which will result in taxable or deductible amounts in the future. 
Deferred tax assets also include loss carryforwards and tax credits. 
These assets are regularly assessed for the likelihood of 
recoverability from estimated future taxable income, reversal of 
deferred tax liabilities, and tax planning strategies. To the extent 
the company determines that it is more likely than not a deferred 
income tax asset will not be realized, a valuation allowance is 
established. The recoverability analysis of the deferred income tax 


assets and the related valuation allowances requires significant 
judgment and relies on estimates. 


Uncertain tax positions are determined based on whether it is 
more likely than not the tax positions will be sustained based on 
the technical merits of the position. For those positions that meet 
the more likely than not criteria, an estimate of the largest amount 
of tax benefit that is greater than 50 percent likely to be realized 
upon ultimate settlement with the related tax authority is 
recognized. The ultimate resolution of the tax position could take 
many years and result in a payment that is significantly different 
from the original estimate. 


Tax reform (see Note 9) included additional requirements that 
became effective for the company in 2019. Those provisions 
include a tax on global intangible low-taxed income (GILTI), a tax 
determined by base erosion and anti-abuse tax benefits (BEAT) 
from certain payments between a U.S. corporation and foreign 
subsidiaries, a limitation of certain executive compensation, a 
deduction for foreign derived intangible income (FDII), and interest 
expense limitations. These provisions require interpretation and 
the use of estimates to determine the liability and benefits. The 
company’s accounting policy election is to treat the taxes due on 
future U.S. inclusions in taxable income under GILTI as a period 
cost when incurred. 


A provision for foreign withholding taxes has not been recorded on 
undistributed profits of the company’s non-U:S. subsidiaries that 
are determined to be indefinitely reinvested outside the U.S. If 
management intentions change in the future, there may bea 
significant impact on the provision for income taxes in the period 
the change occurs. For further information on income taxes, see 
Note 9 to the consolidated financial statements. 


SUPPLEMENTAL CONSOLIDATING INFORMATION 


The supplemental consolidating data presented on the 
subsequent pages is presented for informational purposes. The 
equipment operations represents the enterprise without financial 
services. The equipment operations includes the company’s 
agriculture and turf operations, construction and forestry 
operations, and other corporate assets, liabilities, revenues, and 
expenses not reflected within financial services. Transactions 
between the “equipment operations” and “financial services” have 
been eliminated to arrive at the consolidated financial statements. 





The equipment operations and financial services participate in 
different industries. The equipment operations primarily generate 
earnings and cash flows by manufacturing and distributing 
equipment, service parts, and technology solutions to dealers and 
end users. Financial services primarily finances sales and leases by 
dealers of new and used equipment that is largely manufactured 
by the company. Those earnings and cash flows generally are the 
difference between the finance income received from customer 
payments less interest expense, and depreciation on equipment 
subject to an operating lease. The two businesses are capitalized 
differently and have different performance metrics. The 
supplemental consolidating data is also used by management due 
to these differences. 
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SUPPLEMENTAL CONSOLIDATING DATA 


INCOME STATEMENT 

For the Years Ended November 1, 2020, November 3, 2019, and October 28, 2018 

(In millions of dollars) Unaudited 
EQUIPMENT OPERATIONS | FINANCIAL SERVICES ELIMINATIONS CONSOLIDATED 
2020 2019 2018 2020 2019 2018 2020 2019 2018 2020 2019 2018 





Net Sales and Revenues 


























NGUSAICS s sccnsaoz ccocsstesadescasdesnseancecsnes S 31,272 $34,886 S$ 33,35] S 31,272 $34,886 S$ 33,351 
Finance and interest income............. 112 118 126 S 3,610 S 3,735 S$ 3,31 S$ (272) § (360) $ (330) 3,450 3,493 3,107 
Other inCOMe ...........ceeeecccceeeeeeeeeeeees 808 88] 875 25/ 234 249 (247) (236) = (224) 818 879 900 

NGAI Boriesince strseerdectbeviede eroeeigdadcexctects 32,laz2 -35,085.. 34,352 3,867 3,969 3,560 (519) (596) (554) 35,540 39,258 37,358 
Costs and Expenses 
GOSEGE Sales cc sanseteacsceonosntamecie: 23,679 26,793 25,573 (2) (1) (2) 23,677 26,792 25,571 
Research and development expenses 1,644 1,783 1,658 1,644 1,783 1,658 
Selling, administrative and generalexpenses 2,878 3,03) 2,935 606 528 528 (7) (8) (8) 3,477 3,551 = 3,455 
Interest EXPENSE.......cceeeeeeeeeeeeeeees 329 256 298 942 1,234 936 (24) (24) (30) 1,247 1,466 1,204 
Interest compensation to Financial Services 248 336 300 (248) (336) — (300) 
Other operating expenses .............6.. 278 299 315 1572 1,506 — 1,298 (238) = (227) — (214) 1,612 1,578 1,399 

TOLL sasdsatconnccascbeocsonsaneesandeoaioancvns 29,056 32,498 — 31,079 3,120 3,268 2,162 (519) (596) (554) 3),657 35,170 83,207 
Income before Income Taxes ............ 3,130 3,307 S219 747 701 798 3,883 4,088 4,071 
Provision (credit) for income taxes .... 899 689 1,869 183 163 (142) 1,082 B52 1,727 
Income after Income Taxes............-- 2,231) 2,698 1,404 564 538 940 2,801 3,236 2,344 
Equity in income (loss) 

of unconsolidated affiliates........... (50) 20 25 2 1 2 (48) 21 27 
NGM ONIG ecacctnseneceicecanensconesc 2,187 2,/18 1,429 566 539 942 2153 S20) 2371) 
Less: Net income attributable to 

noncontrolling interests.............- Z 4 3 2 4 3 


Net Income Attributable to 


'The equipment operations represents the enterprise without financial services. The equipment operations includes the company’s agriculture and turf operations, 
construction and forestry operations, and other corporate assets, liabilities, revenues, and expenses not reflected within financial services. 

? Elimination of financial services’ interest income earned from equipment operations. 

3 Elimination of equipment operations’ margin from inventory transferred to equipment on operating leases (see Note 7). 

* Elimination of intercompany service fees. 

> Elimination of equipment operations’ interest expense to financial services. 

© Elimination of financial services’ lease depreciation expense related to inventory transferred to equipment on operating leases. 





n nO WM 


Deere & Company ..........::cceeeees S 2185 S$ 2,714 S$ 1426 S$ 566 S 539 S$ 942 S 2,751 S 3,253 S$ 2,368 


SUPPLEMENTAL CONSOLIDATING DATA (continued) 





CONDENSED BALANCE SHEET 
As of November 1, 2020 and November 3, 2019 
(In millions of dollars) Unaudited 


EQUIPMENT OPERATIONS '! FINANCIAL SERVICES ELIMINATIONS CONSOLIDATED 
2020 2019 2020 2019 2020 2019 2020 2019 
ASSETS 
Cash and cash equivalents ..........cccccccccseeeeeeee. 5 6145 S$ 3,175 S$ 971 S 682 S 7,066 S 3,857 
Marketable Securities ...........cccccccseseeeeeeeeeeeeeeeees , 1 634 580 641 58] 
Receivables from unconsolidated affiliates......... 5,290 2,017 S (5,259) § (1,971) 31 46 
Trade accounts and notes receivable - net.......... 1,013 1,482 4,238 aplee, (1,080) (1,405) 4.17] 5,230 
Financing receivables - net .........cccceseseeeeeeeeeeeees 106 65 29,644 29,130 29,750 29,195 
Financing receivables securitized - net.............. 26 A 4,677 4,339 4,703 4,383 
Other receivables ...........ccccccccesceesseceessseeeetseees 1,117 1,376 151 116 (48) (5) 1,220 1,487 
Equipment on operating leases - net............:06. 1290 7,567 7290 jo0/ 
NAV CVT T OT CS accxiisenicernsincne snenieineanesiwnaenenenenenmnrxenenes 4,999 5,915 4,999 Diaio 
Property and equipment - net .........ceeeeeeeeees 5,/78 oye as) 39 a 5,817 5,213 
Investments in unconsolidated affiliates ............ 174 93 19 16 I93 215 
GOOUWIIl oo... ccc cccccecceeeeeeeeeeeeceeeeeeeeeeeeeeaaees 3,081 2917 3,081 251) 
Other intangible assets - Net............cceeeeeeeeeeeeees 1,327 1,380 1,327 1,380 
Retirement benefits ...........cccccccccesscecesseeesseeeeees 859 836 59 58 (55) (54) 863 840 
Deferred income taxes .........ccccccccsceeesseeeeteeeees 1,763 1,896 45 5/ (309) (487) 1,499 1,466 
Other assets .......cccccccsccceseceesseeeeseeeesseeeeeteeees 1,439 1,158 994 741 (1) 2,432 1,899 
TiO all ASSOUS esac scccosnesancocnedoncssatsoosaaatveadacaiescnts S 33,124 S$ 28450 $ 48719 S$ 48483 S$ (6,752) S$ (3,922) $ 75,091 $ 73,01 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
LIABILITIES 
Short-term bOrrowWinGS ........ccccceseseesseeseeeseeeeees S 292 §$ 987 S 8290 S_ 9,797 S 8582 S_ 10,784 
Short-term securitization borrowings ...........:66. 26 44, 4,656 427] 4,682 4,32] 
Payables to unconsolidated affiliates..............0.. 104 142 5,260 1970 S$ (5,259) S$ — (1,970) 105 142 
Accounts payable and accrued expenses ............ 9,114 9,232 2,127 1,836 (1,129) (1,412) 10,112 9,656 
Deferred income taxes .........ccccccceeceeesseeeeteeeees 385 414 443 568 (309) (487) 519 495 
LOMG-termt DOFOWINGS ca cccnceincocncacisocnsasncosasnsaes 10,124 5,415 22,610 24,814 32,/34 30,229 
Retirement benefits and other liabilities............. 5,366 5,912 102 94 (55) (53) 5,413 5,953 
Total liabilities... eeeeeeeeeeee eee eees 25,411 22,146 43,488 43,356 (6,752) (3,922) 62,147 61,580 

Commitments and contingencies (Note 21) 
Redeemable noncontrolling interest (Note 5)... 14 14 
STOCKHOLDERS’ EQUITY 
Total Deere & Company stockholders’ equity...... 12,937 11,413 5,231 B27 (5,231) (5,127) 12,937 11,413 
Noncontrolling interests ............c:ccsssseeeeeeeeeeeees 7 4 7 A 
Financial Services @Quity .........ccccccccecccessseeeeeens (5,231) (5,127) 523! 5127 

Adjusted total stockholders’ equity ........... 7,713 6,290 i231 5127 12,944 11,417 
Total Liabilities and Stockholders’ Equity ........... S 33,124 S 28450 S 48719 S 48483 S (6,752) S (3,922) S$ 75,091 S$ 73,011 


' The equipment operations represents the enterprise without financial services. The equipment operations includes the company’s agriculture and turf operations, 
construction and forestry operations, and other corporate assets, liabilities, revenues, and expenses not reflected within financial services. 

’ Elimination of receivables / payables between equipment operations and financial services. 

8 Reclassification of sales incentive accruals on receivables sold to financial services. 

9 Reclassification of net pension assets / liabilities. 

' Reclassification of deferred tax assets / liabilities in the same taxing jurisdictions. 

" Elimination of financial services’ equity. 
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SUPPLEMENTAL CONSOLIDATING DATA (continued) 





STATEMENT OF CASH FLOWS 
For the Years Ended November 1, 2020, November 3, 2019, and October 28, 2018 
(In millions of dollars) Unaudited 





















































EQUIPMENT OPERATIONS ! FINANCIAL SERVICES 
2020 ~=2019 2018 2020 2019 2018 
Cash Flows from Operating Activities 
DP UGA sec cieteceenterSeatatenteciened auch ndestceneglanGaaeece S 2,187 S$ 2,718 $ 1429 S 566 S 539 S$ 942 
Adjustments to reconcile net income to net cash provided 
by operating activities: 
Provision for credit lOSS@S ..220:0ccccccccnccecstensenceces 5 14 ao 105 29 51 
Provision for depreciation and amortization .......... 1,016 1,015 974 1227 as 1,077 
WipPSNIMOTIE CANGOS pcre os cor atnen tet eeieeatteles 162 32 77 
Share-based compensation expense..........::eeeeeeee 
(Gain) loss on sale of businesses and unconsolidated affiliates 24 5 (25) 
Undistributed earnings of unconsolidated affiliates 381 437 439 (2) (2) (2) 
Provision (credit) for deferred income taxes .......... 105 (222) 1,504 (116) (243) (24) 
Changes in assets and liabilities: 
Trade, notes, and financing receivables related to sales 373 (142) (239) 
INVENCOTICS .......eeccceceecceeeeeeceecueeeeeeeneeeeeens 1,011 (102) (917) 
Accounts payable and accrued expenses.........++. (331) 1B 793 (1) 163 120 
Accrued income taxes payable/receivable........... (14) (355) 103 22 528 (569) 
Retirement benefits ...........cccccccesseeeceeeeeeeeeees (544) (235) (985) 7 2 (41) 
COUMET aah buatantacsehaistacessnnadnesadsouisannbanauananeas 385 54 166 136 190 88 
Net cash provided by operating activities ........ 4760 3,200 3,281 L976 2,418 1,642 
Cash Flows from Investing Activities 
Collections of receivables (excluding receivables 
POPE TO SEIES| ccc adteadcedtcnd nih nnnhtnosbndlioehdealealn 18,829 18,190 ~— 17,032 
Proceeds from maturities and sales of marketable securities 12 i 93 7/ 65 
Proceeds from sales of equipment on operating leases ... 1,783 1,648 1,483 
Proceeds from sales of businesses and unconsolidated 
affiliates, net of cash Sold ............ccceeeeeeeeeeeeeeee eres 93 156 
Cost of receivables acquired (excluding receivables 
related to sales) ............cssssccceeceeesseeceeeeeeeeeeeeeees (21,360) (20,321) (18,778) 
Acquisitions of businesses, net of cash acquired........... (66) (5,245) 
Purchases of marketable Securities ............s0eeceeeeeeeees (4) (3) (126) (137) (133) 
Purchases of property and equipment .............s0eeeeeee (816) — (1,118) (893) (4) (2) (3) 
Cost of equipment on operating leases acquired........... (2,666) (3,246) (3,209) 
Increase in investment in Financial Services.............006+ (21) (8) 
Decrease (increase) in trade and wholesale receivables... [is ps be, (935) — (1,222) 
Collateral on derivatives - net........cccccccceeeseeeeeeeeeeeaes (6) 274 59 (59) 
CO UAEK 1s uaaronehenoninatesanaotddepniiiatneiineadianinpacnoniaadevaas (78) 35 17 (38) (54) (36) 
Net cash used for investing activities ............. (991) (989) (5,954) (1,216) (4,721) _ (4,860) 
Cash Flows from Financing Activities 
Increase (decrease) in total short-term borrowings........ (177) (149) 16 (1,183) (768) 457 
Change in intercompany receivables/payables ............. (3,207) (305) (748) 3,207 305 748 
Proceeds from long-term borrowingS .......-.2:ceseseeeeeees 4586 1,348 149 4,685 8,638 6,139 
Payments of long-term borrowingS ........:.:seeeeeeeeeeeees (607) = (972) (163) (6,776) (5,454) (6,082) 
Proceeds from issuance of common stock .......-.::020005 33] 178 217 
Repurchases of COMMON StOCK .........cccceeeeeeeeeeeeeeeeaes (750) (1,253) = (958) 
Capital investment from Equipment Operations ........... 21 8 
DESMO S ENGL 2c ate Seer care sence iesteaestewerscee stu deceetceeaecees (956) (943) — (806) (386) (427) (464) 
(OTA tae dene ecarhae utente iecgncienad oan iomrenamtenens (105) (79) (60) (28) (38) (32) 
Net cash provided by (used for) financing activities (885) (2,175) (2,353) (460) 2,264 2,766 
Effect of Exchange Rate Changes on Cash, Cash 
Equivalents, and Restricted Cash ..........::::::seeeeeeees 76 (42) 54 (44) (14) (28) 
Net Increase (Decrease) in Cash, Cash Equivalents, and 
REStHICLER © ASlicscsassseacenassaacsant sccasacdaccsaetsooesans 2,960 (6) (4,972) 256 (53) (480) 
Cash, Cash Equivalents, and Restricted Cash at 
BEGINNING OF YOAE oer’ cemesecncenvcasetessieaeetiaueesmictias: 2190. 3,202 8,174 760 813 1293 
Cash, Cash Equivalents, and Restricted Cash at 
EMGION YCdlsscsiscsconasacndsdacsenintaisescseaeiacsenivasciane S 6156 S 3196-8 3,202 S$ i016 S. 760 S 6813 


ELIMINATIONS 
2020 2019 2018 
S (125)$ = (131) S$ (124) 
81 82 84 
(386) (426) (463) 
1,636 (727) (1,292) 
(614) (678) (855) 
325 (130) (191) 
(170) (196) (260) 
747. (2,206) (3,101) 
(1,448) (1,484) (1,443) 
1,395 1,448 1,765 
830 917 1,155 
2] 8 
(1,999) 935 1,222 
89 (38) (61) 
(1,112) 1,786 2,638 
(21) (8) 
386 427 464. 
1 (1) 
365 420 463 


CONSOLIDATED 


2020 


2019 


2018 


S. 2157 5. 225% & 237) 


110 
2,118 
194 
8] 
24 
(7) 
(11) 


(19,965) 
(66) 
(130) 

(820) 
(1,836) 


268 
(27) 
(3,319) 


(1,360) 


9,271 
(7,383) 

331 
(750) 


(956) 
(133) 
(980) 


a2 


3,216 


3,950 


(18,873) 


(140) 
(1,120) 
(2,329) 


59 
(57) 


(3,924) 


(917) 


9,966 
(6,426) 

178 
(1,253) 


(943] 
(116) 


509 


(56) 


(59) 


4,015 


90 
1,927 


(5,452) 


9,467 


S. “172.8 3,956.$ 4,015 


' The equipment operations represents the enterprise without financial services. The equipment operations includes the company’s agriculture and turf operations, construction and forestry 


operations, and other corporate assets, liabilities, revenues, and expenses not reflected within financial services. 


" Elimination of depreciation on leases related to inventory transferred to equipment on operating leases (see Note 7). 


® Reclassification of share-based compensation expense. 


“ Elimination of dividends from financial services to the equipment operations, which are included in the equipment operations net cash provided by operating activities, and capital 


investments in financial services from the equipment operations. 
"> Primarily reclassification of receivables related to the sale of equipment. 
'® Reclassification of lease agreements with direct customers. 
" Reclassification of sales incentive accruals on receivables sold to financial services 


'8 Elimination and reclassification of the effects of financial services partial financing of the construction and forestry retail locations sales and subsequent collection of those amounts (see 


Note 4). 
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FINANCIAL INSTRUMENT MARKET RISK INFORMATION 


The company is naturally exposed to various interest rate and 
foreign currency risks. As aresult, the company enters into 
derivative transactions to manage certain of these exposures 
that arise in the normal course of business and not for the 
purpose of creating speculative positions or trading. The 
company’s financial services operations manage the relationship 
of the types and amounts of their funding sources to their 
receivable and lease portfolio in an effort to diminish risk due to 
interest rate and foreign currency fluctuations while responding 
to favorable financing opportunities. In addition, the company 
has interest rate exposure at certain equipment operations units 
for below market retail financing programs that are used as sales 
incentives and are offered for extended periods. Accordingly, 
from time to time, these operations enter into interest rate swap 
agreements to manage their interest rate exposure. The 
company also has foreign currency exposures at some of its 
foreign and domestic operations related to buying, selling, and 
financing in currencies other than the functional currencies. The 
company has entered into agreements related to the 
management of these foreign currency transaction risks. 


Interest Rate Risk 

Quarterly, the company uses a combination of cash flow models 
to assess the sensitivity of its financial instruments with interest 
rate exposure to changes in market interest rates. The models 
calculate the effect of adjusting interest rates as follows: cash 
flows for financing receivables are discounted at the current 
prevailing rate for each receivable portfolio, cash flows for 
marketable securities are primarily discounted at the applicable 
benchmark yield curve plus market credit spreads, cash flows for 
unsecured borrowings are discounted at the applicable 
benchmark yield curve plus market credit spreads for similarly 
rated borrowers, cash flows for securitized borrowings are 
discounted at the swap yield curve plus a market credit spread 
for similarly rated borrowers, and cash flows for interest rate 
Swaps are projected and discounted using forward rates from 
the swap yield curve at the repricing dates. The net loss in these 
financial instruments’ fair values which would be caused by 
increasing the interest rates by 10 percent from the market rates 
at November 1, 2020 would have been approximately $50 
million. The net loss from increasing the interest rates by 10 
percent at November 3, 2019 would have been approximately 
S22 million. 


Foreign Currency Risk 

In the equipment operations, the company’s practice is to hedge 
significant currency exposures. Worldwide foreign currency 
exposures are reviewed quarterly. Based on the equipment 
operations’ anticipated and committed foreign currency cash 
inflows, outflows, and hedging policy for the next twelve 
months, the company estimates that a hypothetical 10 percent 
strengthening of the U.S. dollar relative to other currencies 
through 2021 would decrease the 2021 expected net cash inflows 
by approximately $90 million. At November 3, 2019, a 
hypothetical 10 percent weakening of the U.S. dollar under 
similar assumptions and calculations indicated a potential $11 
million adverse effect on the 2020 net cash inflows. 


In the financial services operations, the company’s policy is to 
hedge the foreign currency risk if the currency of the 
borrowings does not match the currency of the receivable 
portfolio. As a result, a hypothetical 10 percent adverse change 
in the value of the U.S. dollar relative to all other foreign 
currencies would not have a material effect on the financial 
services cash flows. 
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REPORT OF INDEPENDENT 
REGISTERED PUBLIC ACCOUNTING FIRM 


To the stockholders and the Board of Directors of Deere & 
Company: 





Opinion on the Financial Statements 

We have audited the accompanying consolidated balance 
sheets of Deere & Company and subsidiaries (the "Company") 
as of November 1, 2020 and November 3, 2019, the related 
statements of consolidated income, consolidated 
comprehensive income, changes in consolidated stockholders’ 
equity, and consolidated cash flows for each of the three years 
in the period ended November 1, 2020, and the related notes 
(collectively referred to as the "financial statements”). In our 
opinion, the financial statements present fairly, in all material 
respects, the financial position of the Company as of 
November 1, 2020, and November 3, 2019, and the results of 
its operations and its cash flows for each of the three years in 
the period ended November 1, 2020, in conformity with 
accounting principles generally accepted in the United States 
of America. 


We have also audited, in accordance with the standards of the 
Public Company Accounting Oversight Board (United States) 
(PCAOB), the Company's internal control over financial 
reporting as of November I, 2020, based on criteria 
established in Internal Control — Integrated Framework (2013) 
issued by the Committee of Sponsoring Organizations of the 
Treadway Commission and our report dated December 17, 
2020, expressed an unqualified opinion on the Company's 
internal control over financial reporting. 


Basis for Opinion 

These financial statements are the responsibility of the 
Company's management. Our responsibility is to express an 
opinion on the Company's financial statements based on our 
audits. We are a public accounting firm registered with the 
PCAOB and are required to be independent with respect to the 
Company in accordance with the U.S. federal securities laws and 
the applicable rules and regulations of the Securities and 
Exchange Commission and the PCAOB. 


We conducted our audits in accordance with the standards of 
the PCAOB. Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement, whether 
due to error or fraud. Our audits included performing 
procedures to assess the risks of material misstatement of the 
financial statements, whether due to error or fraud, and 
performing procedures that respond to those risks. Such 
procedures included examining, on a test basis, evidence 
regarding the amounts and disclosures in the financial 
statements. Our audits also included evaluating the accounting 
principles used and significant estimates made by management, 
as well as evaluating the overall presentation of the financial 
statements. We believe that our audits provide a reasonable 
basis for our opinion. 


Critical Audit Matters 

The critical audit matters communicated below are matters 
arising from the current-period audit of the financial statements 
that were communicated or required to be communicated to the 
audit committee and that (1) relate to accounts or disclosures 
that are material to the financial statements and (2) involved our 
especially challenging, subjective, or complex judgments. The 
communication of critical audit matters does not alter in any way 
our opinion on the financial statements, taken as a whole, and 
we are not, by communicating the critical audit matters below, 
providing separate opinions on the critical audit matters or on 
the accounts or disclosures to which they relate. 


Sales Incentives — Refer to Note 2 to the financial statements 
Critical Audit Matter Description 


The sales incentive accrual at November 1, 2020 was $1,718 
million, of which $1,109 million is recorded within trade accounts 
and notes receivable — net and $609 million is recorded within 
accounts payable and accrued expenses. At the time a sale toa 
dealer is recognized, the Company records an estimate of the 
future sales incentive costs as a reduction to the sales price. 
These incentives may be based on a dealer’s purchase volume, or 
on retail sales incentive programs for allowances and financing 
programs that will be due when the dealer sells the equipment to 
a retail customer. The estimated cost of these programs is based 
on historical data, announced and expected incentive programs, 
field inventory levels and forecasted sales volumes. The final 
cost of these programs is determined at the end of the 
measurement period for volume-based incentives or when the 
dealer sells the equipment to the retail customer. This is due to 
numerous programs available at any particular time and new 
programs that may be announced after the Company records 
the equipment sale. Changes in the mix and types of programs 
affect these estimates, which are reviewed quarterly. The 
estimation of the sales incentive accrual is impacted by many 
assumptions. One of the key assumptions is the predictive value 
of the historical percentage of sales incentive costs to retail 
sales from dealers. 


We identified the sales incentive accrual as a critical audit matter 
because estimating sales incentive costs requires significant 
judgment by management and changes in historical percentage 
of sales incentive costs to retails sales from dealers could have a 
material impact on the sales incentive accrual. Auditing 
management's assumptions about the predictive nature of 
historical sales incentive costs involves a high degree of auditor 
judgment and an increased extent of effort to evaluate the 
reasonableness of management's estimates. 


How the Critical Audit Matter Was Addressed in the Audit 


Our audit procedures related to testing management's 
assumption that historical sales incentive costs are predictive of 
future incentive costs included the following, among others: 


e We tested the effectiveness of management's controls over 
the assumptions used to estimate the sales incentive accrual. 

e We evaluated management's ability to accurately forecast 
future incentive costs performing a retrospective review that 


involved comparing actual incentive costs to management's 
historical forecasts. 


e We evaluated the reasonableness of management's 
assumption that historical sales incentive costs are predictive 
of future incentive costs by: 


e Considering the impact of changes in the current 
economic conditions and competitive environment. 

e Testing the completeness of the population used in the 
calculation by inspecting a sample of incentive program 
communications to dealers to ensure all sales incentive 
programs offered were included in the calculation and 
by confirming sales incentive payments with a sample 
of dealers. 

e Comparing historical and current sales incentive costs in 
the following manner: 

Type and number of programs 

Geography 

Program size and duration 

Eligible products 


Allowance for Credit Losses — Refer to Notes 2 and 13 to the 
financial statements 
Critical Audit Matter Description 


The allowance for credit losses as of November 1, 2020 was $223 
million. The allowance for credit losses represents an estimate of 
the losses inherent in the Company’s receivable portfolio. The 
level of the allowance is based on many quantitative and 
qualitative factors, including historical net loss experience by 
product category, portfolio duration, delinquency trends, 
economic conditions in the Company’s major markets and 
geographies, commodity price trends, and credit risk quality. The 
Company has an established process to calculate a range of 
possible outcomes and determine the adequacy of the 
allowance. Historical receivable write-offs and recoveries are 
considered as part of the loss experience by product category. 
The adequacy of the allowance is assessed quarterly. 


The allowance for credit losses specific to the revolving charge 
accounts portfolio of $3,902 million as of November 1, 2020 was 
$43 million. The assumptions used in evaluating the Company’s 
exposure to revolving credit losses involve estimates and require 
significant judgments, as no single statistic, measurement or 
assumption determines the adequacy of the allowance for credit 
losses for the revolving charge accounts portfolio. Additionally, 
the revolving charge accounts portfolio is more susceptible to 
losses as the loans within this portfolio are unsecured. Losses in 
this portfolio are expected to follow poor economic conditions 
prior to losses in the other portfolios. Losses in the revolving 
charge accounts portfolio could grow to material levels before 
the full extent of losses is observable in the historical loss data. 
Therefore, historical loss experience is not the sole predicting 
factor of anticipated losses. Consequently, qualitative factors 
(which consider overall economic conditions, the agricultural 
market, commodity price trends, and delinquency trends) are 
considered when adjusting historical loss experience for the 
purpose of determining the level of the allowance for credit 
losses for the revolving charge accounts portfolio. 


We identified the allowance for credit losses specific to the 
revolving charge accounts portfolio as a critical audit matter 
because of the significant judgment required by management in 
determining these qualitative adjustments. Given the subjective 
nature and judgment applied by management to determine the 
allowance for credit losses related to the revolving charge 
accounts portfolio, auditing the allowance for credit losses 
required a high degree of auditor judgment and an increased 
extent of effort. 


How the Critical Audit Matter Was Addressed in the Audit 


Our audit procedures related to testing the allowance for credit 
losses for the revolving charge accounts portfolio included the 
following: 


e We tested the effectiveness of controls over the 
determination of the allowance for credit losses for the 
revolving charge accounts portfolio, including the qualitative 
factors considered. 


e We evaluated the accuracy and relevance of the underlying 
historical data used in the Company’s model which included: 


e Historical write-off experience 
e Other historical loss metrics 

e Portfolio duration 

e Delinquency trends 

e Trends in non-performing loans 
e Trends in portfolio quality 


e We tested the computational accuracy of the Company's 
model. 

e We evaluated the various qualitative adjustment factors 
considered in the Company's determination of the allowance 
for credit losses. Our evaluation included: 

e Comparison of the qualitative factors used by the 
Company to source data provided by the Company 
and/or to externally available data 

e Consideration and evaluation of contradictory evidence 

e Consideration of specific revolving charge accounts 
portfolio delinquency trends within particular 
geographic locations 

e We evaluated management's ability to accurately estimate 
the losses inherent in the revolving charge accounts portfolio 
by comparing management's historical estimates to actual 
losses incurred. 


DELOITTE & TOUCHE LLP 
Chicago, Illinois 


December 17, 2020 


We have served as the Company's auditor since 1910. 
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MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING 





The management of Deere & Company (the “company”) is 
responsible for establishing and maintaining adequate internal 
control over financial reporting. The company’s internal 
control system was designed to provide reasonable assurance 
regarding the preparation and fair presentation of published 
financial statements in accordance with generally accepted 
accounting principles. 


All internal control systems, no matter how well designed, 
have inherent limitations. Therefore, even those systems 
determined to be effective can provide only reasonable 
assurance with respect to financial statement preparation and 
presentation in accordance with generally accepted 
accounting principles. 


Management assessed the effectiveness of the company’s 
internal control over financial reporting as of November ], 
2020, using the criteria set forth in Internal Control - 
Integrated Framework (2013) issued by the Committee of 
Sponsoring Organizations of the Treadway Commission. Based 
on that assessment, management believes that, as of 
November I, 2020, the company’s internal control over 
financial reporting was effective. 


The company’s independent registered public accounting firm 
has issued an audit report on the effectiveness of the 
company’s internal control over financial reporting. This report 
appears below. 


December 17, 2020 


REPORT OF INDEPENDENT 
REGISTERED PUBLIC ACCOUNTING FIRM 


To the stockholders and the Board of Directors of Deere & 
Company: 


Opinion on Internal Control over Financial Reporting 

We have audited the internal control over financial reporting of 
Deere & Company and subsidiaries (the “Company”) as of 
November 1, 2020, based on criteria established in Internal 
Control — Integrated Framework (2013) issued by the Committee 
of Sponsoring Organizations of the Treadway Commission 
(COSQ). In our opinion, the Company maintained, in all material 
respects, effective internal control over financial reporting as of 
November 1, 2020, based on criteria established in Internal 
Control — Integrated Framework (2013) issued by COSO. 


We have also audited, in accordance with the standards of the 
Public Company Accounting Oversight Board (United States) 
(PCAOB), the consolidated financial statements as of and for the 
year ended November 1, 2020, of the Company and our report 
dated December 17, 2020, expressed an unqualified opinion on 
those financial statements. 


Basis for Opinion 

The Company's management is responsible for maintaining 
effective internal control over financial reporting and for its 
assessment of the effectiveness of internal control over financial 


reporting, included in the accompanying Management's Report 
on Internal Control over Financial Reporting. Our responsibility is 
to express an opinion on the Company's internal control over 
financial reporting based on our audit. We are a public 
accounting firm registered with the PCAOB and are required to 
be independent with respect to the Company in accordance with 
the U.S. federal securities laws and the applicable rules and 
regulations of the Securities and Exchange Commission and the 
PCAOB. 


We conducted our audit in accordance with the standards of the 
PCAOB. Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether effective 
internal control over financial reporting was maintained in all 
material respects. Our audit included obtaining an 
understanding of internal control over financial reporting, 
assessing the risk that a material weakness exists, testing and 
evaluating the design and operating effectiveness of internal 
control based on the assessed risk, and performing such other 
procedures as we considered necessary in the circumstances. We 
believe that our audit provides a reasonable basis for our 
opinion. 


Definition and Limitations of Internal Control over Financial 
Reporting 

A company’s internal control over financial reporting is a process 
designed to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with generally 
accepted accounting principles. A company’s internal control 
over financial reporting includes those policies and procedures 
that (1) pertain to the maintenance of records that, in reasonable 
detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (2) provide 
reasonable assurance that transactions are recorded as 
necessary to permit preparation of financial statements in 
accordance with generally accepted accounting principles, and 
that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and 
directors of the company; and (3) provide reasonable assurance 
regarding prevention or timely detection of unauthorized 
acquisition, use, or disposition of the company’s assets that 
could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial 
reporting may not prevent or detect misstatements. Also, 
projections of any evaluation of effectiveness to future periods 
are subject to the risk that controls may become inadequate 
because of changes in conditions, or that the degree of 
compliance with the policies or procedures may deteriorate. 


DELOITTE & TOUCHE LLP 
Chicago, Illinois 


December 17, 2020 


DEERE & COMPANY 


STATEMENT OF CONSOLIDATED INCOME 
For the Years Ended November 1, 2020, November 3, 2019, and October 28, 2018 
(In millions of dollars and shares except per share amounts) 





2020 

Net Sales and Revenues 
DSTA sx cseinidetcase'adictchantndscuiseto seid otek utcialo ascitic eto bctscdaeaciabaeto dee tcisetrteidciaetodsiehense GR dRSe sessed S 31,272 
Finance and interest inCOMO ..........ceccceccecceeeeceeeeeseeseeeeeeeeeaeceeeeeeceeceeceeesaeseeeesesaeseeseteesneseeeeeeaeens 3,450 
EVI MI Oh sca cesar pa eestor aaron nstataenoneeoreoae ners detnoceapanieasceeas 818 

Tense er ees eee ere ce eee eee 35,540 
Costs and Expenses 
(66 15) iho) (=| << ae ano eo ann Nee eT 23,677 
Research and development expense ..........2:c2scesceceeseeseeseeeeeseeeeeaeeaeeeeeaeeaeeaeeaeeaeeaeeateaneaseaneateateaees 1,644 
Selling, administrative and general EXPeMSeS .........ececeeceeceseeeeeceeeeseeeeeeeeeeeseeeteseeeeeeeetetteteeeeee 3,477 
BITTE Te Se ela ea cate inde cet dac ke ciewnde cite cect cated beceiaceetc spied teceriosactcipods ice vosestceeed-clcecetacsceeneecu: 1,24/ 
Other operating EXPENSES ........eeceeccecceseeceesceseeseeseeseeeeeeeeeeeseeeeeeeeeeeeeeeeeeeeeeeseeeeeseeeeeseeeeeeteeeerteees 1,612 

| is) 2] Reenter ee nee ee reer eer eran reeset nee reese ee ree eer en meer eer re rte rete 31,657 
Income of Consolidated Group before Income Taxes.............::ccceceeceseeeeeeeeeeeeeeteeeseeseneeeeeeeeeneeae Besiee 
PROVISION TOF INCOME TAKES woscsescccssseastenewesusesssesosssestostgonnastbcnssaohsgnencobiesenanibensscodscnenephenescasicsyenales 1,082 
ACOMMG OT CONS OliCabed GHOUD coset pote delet dcce eicbacejee aol nontcaoiideosaeicceoecaoe 2,801 
Equity in income (loss) of unconsolidated affiliates 0.20... ccccecccceceeceeeeeeeeseeeeeeeteeecsetesseseneeeees (48) 
PS IOI ste ste cscs tatetatec cats syciae escent cee t a tak edatee ated ene anetecunattateceoametennondvtoasateutanatdteageestuas 2,193 

Less: Net income attributable to noncontrolling interests ...........ccccceceseseeteteeteeteeteeteeee 2 
Net Income Attributable to Deere & Company .............:cccecccceceeceeeeeeeeeeeeeeeeeeteeeeeeeeeeeeteeeeteeenetae S 2,751 
Per Share Data 
BASIC ...ccccccccecccesccescesscesscesteeccssccsseseessccssccatsseesssesssessesatesateassssscssseseesesatsestessseseesutesateueeestecsseesees S 8.77 
DilUte doo. cee ecccccccccccceccceccesecsccecccssesecsscessccssssecacessscssessesesesecssscsseseesesssssseevarevsteutsssesenevssesseesees S 8.69 
Dividends declared ........cccccccccccececescecsceseccessesteecessccsscssesecsecssscaseaessecassessesasesasssevsevsnevsceeesseess S 3.04 
Average Shares Outstanding 
chs] | COMIC ae a ee eet ae tee Ae ARSED AD TOE AR TROLS TONER TEER TEARS ROTA STAR TONAL Sent a tea Renee eae 313.5 
PUIG EE scmeeaviecysnerysnen teaser sue eterrteensd oraean sae auesetensensep tadachesevensmontean duaguca nen tenstonsaaseientoonsmerenaeomeent: 316.6 


The notes to consolidated financial statements are an integral part of this statement. 


d+ 4+ 4/+ 


4+ 4+ 4/+ 





Sie 


36 


DEERE & COMPANY 


STATEMENT OF CONSOLIDATED COMPREHENSIVE INCOME 
For the Years Ended November 1, 2020, November 3, 2019, and October 28, 2018 
(In millions of dollars) 


2020 

Net INCOMC......c.cccccccccecccesccecccsssesceseccsecceseceteseessecssecssesseesecsseesssessesesuaecssessstvssevitevesessestsesetesstesees S 2,753 
Other Comprehensive Income (Loss), Net of Income Taxes 

Retirement benefits adjustment ..........ccccecccececceeesceeeeeeeceeeeceeeeceeeecseeesseeeseeeeseeeetieesstesseteeetees (3) 

UT ENa i iome elas cLifelae-18\|6 3401-11 ns es en ne enone ne ene nen ear 55 

Unrealized gain (loss) on derivatives .......c.cccccececccseceseseeeeseseseeeescseeecscseecscseeesseseeesseseeesseaeeeseees 2 

Unrealized gain (loss) on debt S@CUTtICS oo... ceecceceeccceeeeeseseeeeseseeseeeseeececseeesseseeeseeseeeeseseeeeeees 14 
Other Comprehensive Income (Loss), Net of Income Taxes .............cccccccccsesseeeeeeeestseeteteeeeeeeees 68 
Comprehensive Income of Consolidated Group ..............:ccceccececeeseeeeceeeeeeeeeeeeeeeeeseeeeeteseeeeeeeetae 2,821 
Less: Comprehensive income attributable to noncontrolling interests ..........c eects Z 
Comprehensive Income Attributable to Deere & Company .............::ccececeeceseereteeteteeeneeteerentene S 2,019 


The notes to consolidated financial statements are an integral part of this statement. 
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DEERE & COMPANY 


CONSOLIDATED BALANCE SHEET 
As of November 1, 2020 and November 3, 2019 
(In millions of dollars) 





2020 2019 
ASSETS 
ee af SE Ae sire, ot areceatannstnlanette ntacentaatannstactanes ae atatataeatantatactsnethe atacaeteatanastacasnattn sevice eta sesiie S 7,066 S 3,857 
Marketable S@CUIiti€S ............ccecceceesceecceceeseeseeeeeesecaeceeeeaecaeceeecaesaeceeeeaesaeseeeeaecaescesaesaeseesaesaesaeseeseaeeeseeateaeens 641 581 
Receivables from unconsolidated affiliates .....0....e cc cccccccccceeceeeeseeseeseeeeeeeeeeeeeseeseeseesseseeseteseseeseesesteeneenees 3] 46 
Trade accounts and notes receivable - net .........cccccceceeceeeceeeeeseeseeeceeeeaeceeeeeesaeseeeeeseeseeeseseeseeeseesteeeneenee 417] 5,230 
PTI PYG IU NCH FS TIN TN etcetera Gd ieee cece ch Sea eect beast ee een eEe ese eee 29,750 29,195 
Financing receivables SeCUritized - Mt... eeeceeceeceeceeceeeeseeseeseeceeseeeeeseeeeceeceeeeeeeecaeeeeeeeeeeeeteeeeseeeseeteetenteees 4/03 4,383 
PVT S009 cnn ceases lpenrod eel sabes etaned eip earpnaeeeea cea arenes 1,220 1,487 
Equipment on operating leases - Met... cccccecceceeceeseeceeeeseeseeseeseeeeeseeeeesecseeeeceeeeeceeeeeeseseeseeeseseesteeteetneeeees 1298 /,207 
BETS a rac cect cseceisye en ctseactece cree snes seneet-en ce ieee ieascenseeatsesteensiesayenseaeenasaeueri-eascen-ie-censid:eneienee eeneacsee ences 4,999 aie Ts. 
FOB SEE StS) SONI IIE SACU, sceecsnnesat-acsescercocitecstttaadttdsanracatonietstetasvndsataenladdetdioddtedasibcnadneashienavadeioienedevetesbenk 5,817 5213 
Investments in unconsolidated affiliates 2.0... cece ccccccceeceeceeceeeeeceeceeceeceecaeceeseesaeseesaeseeseteeeseeseetesteeteeeess 193 Alp 
GIN cee ce sect soar cle clescceeseslsntk resto ae lonestcmeatecesisn estilo ee stetetcotalesiesisn elon fospslocketcmeaieatsiseealentioar uaielaansuabesiearseae tcapeteeeuicd 3,081 25911 
Other intangible assets - Met... .ecececeeceeeeeeeeeeeeeeeseeeeceecseceeceeceeceeceecaecaeceesaeceecaeceesaecaeseecaesaseseseseteeeaeeas 1,327 1,380 
Retirement DenePits ...... ccc cccccccccccccsececseeseesecsecsecaecsecaesaecaecaecaesaesaesaesaeseesaesaecaeeaecaesaecaesateessesaesseesaeeateateae 863 840 
Deferred inCOME taxe .......ccccccccccccsccsecseesecseesecaeesecaecaecaecaecaeceecaesaeseesaesaeseeseesaecaesaecaeceesaeseesatesseseseeeceeeateae 1,499 1,466 
Other ASSCtS oo... eceeccccccecceecesceeeeeeeeecaeceeeceecaecsaecaecaecseecaecsesseesaeeseceecaesseeeeesaesseeseesaesesseseeesaeseesseeeeeeeeneeee 2,432 1,899 
VOCE ISS OES x cascesesexe:Scseut end ceninbsdecen odeealndenied sen bead Geaines aetedcadGenode essut end cursebsGciniedertesaniedsdessaedeal derueteiauitsoeteudetes S 75,091 S 73,01] 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
LIABILITIES 
STONE Be tirtal Ot OWING S oc ncscnct corpo catecnsnco open saduescnsd cunacecnchtuasouidaananosdtiencantdeacancestneeictenenatasteneieediauab cece S 8,582 S 10,784 
SHG Seo Ua Ness tol U TEM PA 10) gin 8)0) ¢a.6)','| 46 ence Nene eae eee ee eee ane este een eer ree ere ee aerate 4,682 4321 
Payables to unconsolidated affiliates .......... ce ceeccccecceeeeceeeeeeeeeeceeeeeeceeceeeececseceeesseseeeeeeeseseeeeeeteeeeeteseeeaees 105 142 
ACCOUNES PayanlOarG ACCHUET OXPRNSOS sa.ceine jcatccedcatcnetsscieshntssataucle dca tchatdstiedtint cob ductedeabchet dseladeateisataticededieemssues 10,112 9,656 
Deferred INCOME taXeS .......ccececcccceccescesceseeseeseeseeseeseeseeeeseeeeeeeeeeeeeecaeseeseeseeseesaeseesaeseeseeseeseesetseseseeeeceeeteae 519 495 
ITA IT OOM cee cea acoeoe aero cect ey ceseiaeaeaeepeetaneesceee ae aseeeetateeceaciienaneesubneattdeceeaens 32,/34 | OV iae, 
Retirement benefits and other liabilities 2... cece ccc ccecceeeeseceeeseeseeeeceeceeeeeseeseeeeeseeseeseeeseseeeestesteeeeiees 5,413 5,953 
Total liabilities 2.2... ccc cccceccececeeeecesecaeceeceesaeseeeaesaesaeseeecaesaesaesaesaesesecaeseeseaesaeseesaeseesseeseaeeaeeatens 62,147 61,580 

Commitments and contingencies (Note 21) 
Redeemable noncomtralling irerest (NOUS 5) sczecsz0.s2: secckssinstsacccnsdsencsnesenecanettnetuetiuetnaduaieadvasnomusiicnanes: 14 
STOCKHOLDERS’ EQUITY 
Common stock, $1 par value (authorized — 1,200,000,000 shares; 

issued — 536,431,204 shares in 2020 and 2019), at paid-in AMOUNT oo... cece cece ete ceeteteeteeseteeeeteeeeee 4,895 4,642 
Common stock in treasury, 222,775,254 shares in 2020 and 223,290,789 shares in 2019, at cost.......... (18,065) (17,474) 
MOA NM gee eee eee ee 31,646 29,602 
Accumulated other comprehensive income (lOSS).........cccccccccscsecsssecseseeseecsesecsesecsesecsesecsetecsetesseseeseeesseneees (5,539) (5,607) 
Total Deere COMPANY SIOCKIIOlGSTS COU ieee sencauetsa cnc ennoneeactnanencsteeiracnccitionseay-nenenstnaganscmtedanaauueatece 12,937 11,413 
Mrejalelol ei ice) |I(ove Mal ld 1s) cee mee nee ter Peere eee ter emer Mer eer eenr nee Henry nonr een nertnenT ner Reenter ear eeenr ee ete keene tT ] 4 

Rojee \ esiloval Glo) ol-e- a= 0[0 hk) ee eee eee ee ee ree re ee ee eee ene eee en re raee 12,944 11,417 
Total Lrabilitiesatid SEOCKINGIAERS” EQUI actos cnet deatbescseangectdcabtncaceensaedtaabbcacsansuad teat keanctacaend ded tbeatcnanemaddns S 75,091 S 73,01] 


The notes to consolidated financial statements are an integral part of this statement. 
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DEERE & COMPANY 


STATEMENT OF CONSOLIDATED CASH FLOWS 
For the Years Ended November 1, 2020, November 3, 2019, and October 28, 2018 
(In millions of dollars) 





Cash Flows from Operating Activities 
PT NIMS ON secscornactecrncocercecenconse cotncantc'snnaerarcaiencoahoenatsma stisswadcpnseaudepncnsaavaiicopadeneodacvntnnacsaadocndomnersnesmnerines 
Adjustments to reconcile net income to net cash provided by operating activities: 
PEG OI STOW TOP CTS NO SSCS tee vosectserccsecescx,ceseseataanedcsnsareasecattontasiescleasueaestdatenatnseresstusbsaeddueds 
Provision for depreciation and AMOFtiZAatiOn............ccceceeececeeseeseeseeseeeeeeeeseeeeseeseeseeseesetseeeetes 
VIS EN TIVOUTE: CAE SS cncs eatossensecd te nceratenticedtGacasencrned deans rcncsuticsusnaeha oxneaehioaenasuuemaneneserenteehiaes 
Share-based COMpeNsatiON EXPENSEC........eeccececceceesecseeeseeseseeeeeeesecseeeeeseeaeeeceeesaeeeeseesaeeseeees 
(Gain) loss on sales of businesses and unconsolidated affiliates ....0...c ccc cess eeteeeeee 
Undistributed earnings of unconsolidated affiliates........0..cccccecceeecceeeeeeeeeteteteeeeeeeeeees 
Provision (credit) for deferred inCOMe tax@S .......ccccccesccssseesssecseteesetecsetessetecseeessetesseseeseeeees 
Changes in assets and liabilities: 
Trade, notes, and financing receivables related to Sal@s 0.0... ccececeeceeeeeeseeteteetseeteeeesees 
BU GIO 6 scessaanaseecisedenacsesasatacaedresaanaesshastadcataciiassatisdtncantisnnisaactudunasetancs dace ansdseuadwndcebnareeiveedeindee 
Accounts payable and accrued CxPenses...........ccccceceesceseeeeeeeeeseeeeeeeeeeeeaeeeeeeeeaeseteseeseeeeees 
Accrued income taxes payable/receivable ............ceccececeeceeeceseeeeeeeceseeaeseeeeseeaeeaesesesaeeaeeees 
Retirement Dene Fits 0.0... ccc ccccccsccsecssecseeseesecsecssesecsecssessecsecseetsessecteeseecseeteetseceeneeneees 


Cash Flows from Investing Activities 

Collections of receivables (excluding receivables related to Sales)... ccccceeecseteeseteeseteeen 
Proceeds from maturities and sales of marketable S@CUFitiCS........0...cceceecceteeteeeeseeeeeeeeeseees 
Proceeds from sales of equipment on operating leases oo... cceccccececceeeeeseeseeseeseeeeeeeteeeseeetees 
Proceeds from sales of businesses and unconsolidated affiliates, net of cash sold................. 
Cost of receivables acquired (excluding receivables related to sal@s).......cccccccccseseteeseteeen 
Acquisitions of businesses, net of cash ACQuired. io... .ececeececeeceececeeseeeeeeeeeeeeeeeeeeeeseeeseeeteetaeees 
pllespe s(ecue Mi ail|(<ciec 6)\(easclell| ghd] 2: ee eee ee eer 
Purchases of property and @QUIDMENK............cceccececeeceeeeceeeeseeeeeeeeeeeeeeeecsecaeceeesseseeeeeesieeeteetieees 
Cost of equipment on operating leases ACQUIFEM” ......... eee eccecceteeceeeeeeseeseeseeseeseesetseteteseeseeaees 
Collateral on derivatives - Net oo... ccc cccccsccssccseesseessecseccseecseeseessecseecsessesssecaeecseeeseessessseeeeseeeas 


Cash Flows from Financing Activities 

Increase (decrease) in total short-term DOrrOWINGS..........c:ccccccceseeeeeeeseseeeeseseeecstseeecsesetesseseeeeeees 
PROCEERS FOMM IOMG=ten i DON ROW IAGS cere spapces sce tecascct stint inctseutsinabtuats vet dciatent duc ioed decdociseeesoeitasscd 
Payments of long-term DOrrOWiNGS .........cececcecceceeeseeceeeeseeeeeeeeeeeeeseeeeeeececaecesesseseeeseeeseeeteesaeees 
PROG@ed Ss TOM IsSUanC SOF COMMTION SEO CM es casceca nscssrnnccnsencncminarseienaeqursnaceueenancemusancunmponeate 
Repurchases Of COMMON StOCK .........ececceceeceseeeeeeseeeeseeseeeeecseeeeeeesecaeeeeessecaeeecesseceeeeseesaeeeteeeaeees 
Dividends Paid... ececeeccccccecceceseeeeceseeeeceeeeeecaeceecesecsecseecsecaecseecaeseecseesaesaeseeeseeseeeeeseeseseeseeeseeeaes 


Effect of Exchange Rate Changes on Cash, Cash Equivalents, and Restricted Cash................. 


Net Increase (Decrease) in Cash, Cash Equivalents, and Restricted Cash..............:::cccceeeeee 
Cash, Cash Equivalents, and Restricted Cash at Beginning of Year..............:ccececeeceeeereeeerees 
Cash, Cash Equivalents, and Restricted Cash at End of Year............0::cccceceeseeeeeeseeeeeeeteeeneeee 


The notes to consolidated financial statements are an integral part of this statement. 
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76 
1,483 
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(133) 
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(59) 
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(8,176) 


DEERE & COMPANY 


STATEMENT OF CHANGES IN CONSOLIDATED STOCKHOLDERS’ EQUITY 
For the Years Ended October 28, 2018, November 3, 2019, and November 1, 2020 
(In millions of dollars) 





Total Stockholders’ Equity 
Deere & Company Stockholders 


Accumulated 


Total Other 
Stockholders’ Common Treasury Retained § Comprehensive Noncontrolling 
Equity Stock Stock Earnings Income (Loss) Interests 

Balance October 29, 2017 ........ S 9,560 $ 4,281 § (15,461) $ 25,301 $ (4,564) S$ 3 
OTIC ONG 5, ccsodinidscndstinninncsebccaie 2,310 2,368 2 
Other comprehensive 

COMmMe OSS) oiccsienecccanecuseaece 853 854 (1) 
Repurchases of common stock (958) (958) 
Treasury shares reissued.......... 107 107 
Dividends declared .............00. (836) (834) (2) 
Acquisition (Note 4) ......... 1 1 
Stock options and other........... 194 193 | 
ASU No. 2018-02 adoption....... 717 (717) 
Balance October 28, 2018........ 11,291 4474 (16,312) 27,553 (4,427) 3 
ASU No. 2016-01 adoption........ 8 (8) 
Net iNCOME...........cceseseseeeeeees 3,250 a2 99 4 
Other comprehensive loss........ (1,172) (1,172) 
Repurchases of common stock (1,253) (1,253) 
Treasury shares reissued.......... 9] ul 
Dividends declared ............0...0.. (965) (963) (2) 
Stock options and other........... 168 168 | (1) 
Balance November 3, 2019....... 11,417 4,642 (17,474) 29,852 (5,607) A 
NET TIC ONC we stcsesicatonesiesirtstate seabarcines Dis 32 212! | 
Other comprehensive income 68 68 
Repurchases of common stock (750) (750) 
Treasury shares reissued.......... 152 lew, 
Dividends declared............0.0.. (956) (955) (1) 
Noncontrolling interest 

redemption (Note 5) ............. 
Stock options and other........... 254 253 (2) 3 
Balance November 1, 2020....... . 12,944 S$ 4,895 S$ (18,065) $ 31,646 S$ (5,539) $ 7 


The notes to consolidated financial statements are an integral part of this statement. 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 





1. ORGANIZATION AND CONSOLIDATION 


Structure of Operations 
The information in the notes and related commentary are 
presented in a format that includes data grouped as follows: 





Equipment Operations — Represents the enterprise without 
financial services, while including the company’s agriculture and 
turf operations, construction and forestry operations, and other 
corporate assets, liabilities, revenues, and expenses not reflected 
within financial services. 


Financial Services — Includes primarily the company’s financing 
operations. 


Consolidated — Represents the consolidation of the equipment 
operations and financial services. References to “Deere & 
Company” or “the company” refer to the entire enterprise. 


Principles of Consolidation 

The consolidated financial statements represent primarily the 
consolidation of all companies in which Deere & Company has a 
controlling interest. Certain variable interest entities (VIEs) are 
consolidated since the company is the primary beneficiary. The 
primary beneficiary has both the power to direct the activities that 
most significantly impact the VIEs’ economic performance and the 
obligation to absorb losses or the right to receive benefits that 
could potentially be significant to the VIEs. Deere & Company 
records its investment in each unconsolidated affiliated company 
(generally 20 to 50 percent ownership) at its related equity in the 
net assets of such affiliate (see Note 11). Other investments (less 
than 20 percent ownership) are recorded at cost. 


Fiscal Year 

The company uses a 52/53 week fiscal year ending on the last 
Sunday in the reporting period. The fiscal year ends for 2020, 2019, 
and 2018 were November 1, 2020, November 3, 2019, and October 
28, 2018, respectively. Fiscal years 2020 and 2018 contained 52 
weeks compared to 53 weeks in fiscal year 2019. 


Variable Interest Entities 
The company consolidates certain VIEs related to retail note 
securitizations (see Note 14). 


The company also has an interest in a joint venture that 
manufactures construction equipment in Brazil for local and 
overseas markets. The joint venture is a VIE; however, the company 
is not the primary beneficiary. Therefore, the entity's financial 
results are not fully consolidated in the company’s consolidated 
financial statements but are included on the equity basis. During 
2019, the company made an additional contribution to the joint 
venture in exchange for non-voting preferred stock and terminated 
a loan guarantee. In 2020, the investment in the joint venture was 
impaired (see Note 5). The maximum exposure to loss was $5 
million and $22 million at November 1, 2020 and November 3, 2019, 
respectively. 


2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


The following are significant accounting policies in addition to 
those included in other notes to the consolidated financial 
Statements. 





Use of Estimates in Financial Statements 

The preparation of financial statements in conformity with 
accounting principles generally accepted in the U.S. requires 
management to make estimates and assumptions that affect the 
reported amounts and related disclosures. The COVID pandemic 
has resulted in uncertainties in the company’s business, which may 
result in actual results differing from those estimates. 


Revenue Recognition 

Sales of equipment and service parts are recognized when each of 
the following criteria are met: (1) the company and an independent 
customer approve a contract with commercial substance, (2) the 
sales price is determinable and collectability of the payments are 
probable based on the terms outlined in the contract, and (3) 
control of the goods has transferred to the customer. Transfer of 
control generally occurs for equipment and service parts when the 
good is delivered as specified in the contract and the risks and 
rewards of ownership are transferred. In the U.S. and most 
international locations, this transfer occurs primarily when goods 
are shipped. In Canada and some other international locations, 
certain goods are shipped to dealers on a consignment basis under 
which the risks and rewards of ownership are not transferred to 
the dealer at the time the goods are shipped. Accordingly, in these 
locations, sales are not recorded until a retail customer has 
purchased the goods. Generally, no right of return exists on sales 
of equipment. 


In limited instances, equipment is transferred to a customer or a 
financial institution with an obligation to repurchase the 
equipment for a specified amount, which is exercisable at the 
customer's option. When the equipment is expected to be 
repurchased, those arrangements are accounted for as leases. 
When the operating lease criteria are met, no sale is recorded at 
the time of the equipment transfer and the difference between 
sale price and the specified repurchase amount is recognized as 
revenue on a straight-line basis until the customer's option expires. 
When this equipment is not expected to be repurchased, a sale is 
recorded with a return obligation. 


Under the terms of sales agreements with dealers, interest-free 
periods are determined based on the type of equipment sold and 
the time of year of the sale. These periods range from one to 
twelve months for most equipment. Interest-free periods may not 
be extended. Interest is primarily charged to dealers on 
outstanding balances, from the earlier of the date when goods are 
sold to a retail customer by the dealer or the expiration of the 
interest-free period granted at the time of the sale to the dealer, 
until payment is received by the company. Interest charged may 
not be forgiven and the past due interest rates exceed market 
rates. In 2020, short-term payment relief was provided to dealers 
due to the economic effects of COVID (see Note 13). Dealers 
cannot cancel purchases after the company recognizes a sale and 
are responsible for payment even if the equipment is not sold to 
retail customers. If the interest-free or below market interest rate 
period exceeds one year, the company adjusts the expected sales 
revenue for the effects of the time value of money using a current 
market interest rate. The revenue related to the financing 





component is recognized in “Finance and interest income” using 
the interest method. The company does not adjust the sales price 
to account for a financing component if the expected interest-free 
or below market period is one year or less. 


Service parts and certain attachments returns are estimable and 
accrued at the time a sale is recognized. The estimated parts 
returns are recorded in “Other assets” for the inventory value of 
estimated part returns, adjusted for restocking fees. The estimated 
dealer refund liability, adjusted for restocking fees, is recorded in 
“Accounts payable and accrued expenses.” The estimated returns 
are based on historical return rates, current dealer inventory levels, 
and current economic conditions. 


The company remanufactures used engines and components 
(cores) that are sold to dealers and end customers for maintenance 
and repair parts. Revenue for remanufactured components is 
recognized using the same criteria as other parts sales. When a 
remanufactured part is sold, the company collects a deposit that is 
repaid if the customer returns a core that meets certain 
specifications within a defined time period. The deposit received 
from the customer is recognized as a liability in “Accounts payable 
and accrued expenses” and the used component that is expected 
to be returned is recognized in “Other assets” in the consolidated 
balance sheet. When a customer returns a core, the deposit is 
repaid, the liability reversed, and the returned core is recorded in 
inventory to be remanufactured and sold to another customer. If a 
core is not returned within the required time as estimated, the 
deposit is recognized as revenue in “Net sales,” and the estimated 
core return is recorded as an expense in “Cost of sales” in the 
statement of consolidated income. 


Certain equipment is sold with precision guidance, telematics, and 
other information gathering and analyzing capabilities. The 
solutions require hardware, software, and include an obligation to 
provide telematic services for a specific period of time. These 
solutions are generally bundled with the sale of the equipment, but 
can also be purchased or renewed separately. The revenue related 
to the hardware and embedded software is generally recognized at 
the time of the equipment sale and recorded in “Net sales” in the 
statement of consolidated income. The revenue for the future 
services is generally deferred and recognized over the service 
period. The deferred revenue is recorded as a contract liability in 
“Accounts payable and accrued expenses” in the consolidated 
balance sheet and is recognized in “Other income” with the 
associated expenses recognized in “Other operating expenses” in 
the statement of consolidated income. 


Financing revenue is recorded over the lives of the related 
receivables using the interest method. Deferred costs on the 
origination of financing receivables are recognized as a reduction 
in “Finance and interest income” over the expected lives of the 
receivables using the interest method. Income and deferred costs 
on the origination of operating leases are recognized on a straight- 
line basis over the scheduled lease terms in “Finance and interest 
income.” 


Sales Incentives 

In certain markets, the company provides sales incentives to 
dealers. These incentives may be based on a dealer's purchase 
volume or on retail sales incentive programs for allowances and 
financing programs that will be due when the dealer sells the 
equipment to a retail customer. At the time of the sale to a dealer, 
the company records an estimated cost of these programs as a 
reduction to the sales price. The estimated cost is based on 
historical data, announced and expected incentive programs, field 
inventory levels, and forecasted sales volumes. The final cost of 
these programs is determined at the end of the measurement 
period for volume-based incentives or when the dealer sells the 
equipment to a retail customer. Actual cost differences from the 
original cost estimate are recognized in “Net sales.” 


Product Warranties 

For most equipment and parts sales, the company provides a 
standard warranty to provide assurance that the equipment will 
function as intended for a specified period. At the time a sale is 
recognized, the estimated future warranty costs are recorded. The 
company generally determines its total warranty liability by 
applying historical warranty claims rate experience to the 
estimated amount of equipment that has been sold and is still 
under warranty based on dealer inventories and retail sales. The 
historical claims rate is primarily determined by a review of five- 
year claims costs with consideration of current quality 
developments. The company also offers extended warranty 
arrangements for purchase at the customer's option. The 
premiums for extended warranties are recognized in “Other 
income” in the statement of consolidated income primarily in 
proportion to the costs expected to be incurred over the contract 
period. The unamortized extended warranty premiums (deferred 
revenue) are recorded in “Accounts payable and accrued expenses” 
in the consolidated balance sheet (see Note 21). 


Sales and Transaction Taxes 

The company collects and remits taxes assessed by different 
governmental authorities that are both imposed on and concurrent 
with revenue producing transactions between the company and its 
customers. These taxes include sales, use, value-added, and some 
excise taxes. The company elected to exclude these taxes from the 
determination of the sales price (excluded from revenues). 


Shipping and Handling Costs 

Shipping and handling costs related to the sales of the company’s 
equipment after a customer obtains control of the equipment are 
accrued at the time of the sale in “Cost of sales.” 


Contract Costs 

Incremental costs of obtaining a revenue contract are recognized 
as an expense when incurred since the amortization period would 
be one year or less. 


Advertising Costs 

Advertising costs are charged to expense as incurred. This expense 
was $196 million in 2020, $215 million in 2019, and $188 million in 
2018. 
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Depreciation and Amortization 

Property and equipment, capitalized software, and other 
intangible assets are generally stated at cost less accumulated 
depreciation or amortization. These assets are depreciated over 
their estimated useful lives generally using the straight-line 
method. Equipment on operating leases is depreciated over the 
terms of the leases using the straight-line method. Property and 
equipment expenditures for new and revised products, increased 
capacity, and the replacement or major renewal of significant items 
are capitalized. Expenditures for maintenance, repairs, and minor 
renewals are generally charged to expense as incurred. 


Securitization of Receivables 

Certain financing receivables are periodically transferred to special 
purpose entities (SPEs) in securitization transactions (see Note 14). 
These securitizations qualify as collateral for secured borrowings 
and no gains or losses are recognized at the time of securitization. 
The receivables remain on the balance sheet and are classified as 
“Financing receivables securitized - net.” The company recognizes 
finance income over the lives of these receivables using the 
interest method. 


Receivables and Allowances 

All financing and trade receivables are reported on the balance 
sheet at outstanding principal adjusted for any charge-offs, the 
allowance for credit losses, and any deferred fees or costs on 
originated financing receivables. The company also records an 
allowance and provision for credit losses related to the receivables 
from sales (trade receivables and certain financing receivables). 
The allowance is a reduction to the receivable balances and the 
provision is recorded in “Selling, administrative and general 
expenses.” The allowance represents an estimate of the losses 
inherent in the receivable portfolio. The level of the allowance is 
based on many qualitative and quantitative factors, including 
historical net loss experience by finance product category, 
portfolio duration, delinquency trends, economic conditions in the 
company’s major markets and geographies, commodity price 
trends, and credit risk quality. The adequacy of the allowance is 
assessed quarterly by finance product category. Receivables are 
written-off to the allowance when the account is considered 
uncollectible (see Note 13). 


Impairment of Long-Lived Assets, Goodwill, and Other Intangible 
Assets 

The company evaluates the carrying value of long-lived assets 
(including equipment on operating leases, property and 
equipment, goodwill, and other intangible assets) when events or 
circumstances warrant such a review. Goodwill and intangible 
assets with indefinite lives are tested for impairment annually at 
the end of the third quarter of each fiscal year, and more often if 
events or circumstances indicate a reduction in the fair value below 
the carrying value. Goodwill is allocated and reviewed for 
impairment by reporting units, which consist primarily of the 
operating segments and certain other reporting units. Goodwill is 
allocated to the reporting unit in which the business that created 
the goodwill resides. To test for goodwill impairment, the carrying 
value of each reporting unit is compared with its fair value. If the 
carrying value of the goodwill is considered impaired, the 


impairment is measured as the excess of the reporting unit's 
carrying value over the fair value, with a limit of the goodwill 
allocated to that reporting unit. If the carrying value of the long- 
lived asset is considered impaired, a loss is recognized based on the 
amount by which the carrying value exceeds the fair value of the 
asset (see Notes 5 and 26). 


Derivative Financial Instruments 

The company’s policy is derivative transactions are executed only 
to manage exposures arising in the normal course of business and 
not for the purpose of creating speculative positions or trading. 
The company’s financial services operations manage the 
relationship of the types and amounts of their funding sources to 
their receivable and lease portfolio in an effort to diminish risk due 
to interest rate and foreign currency fluctuations, while responding 
to favorable financing opportunities. The company also has foreign 
currency exposures at some of its foreign and domestic operations 
related to buying, selling, and financing in currencies other than 
the functional currencies. In addition, the company has interest 
rate exposure at certain equipment operations units for below 
market retail financing programs that are used as sales incentives 
and are offered for extended periods. 


All derivatives are recorded at fair value on the balance sheet. Cash 
collateral received or paid is not offset against the derivative fair 
values on the balance sheet. Each derivative is designated as a 
cash flow hedge, fair value hedge, or remains undesignated. 
Changes in the fair value of derivatives that are designated and 
effective as cash flow hedges are recorded in other comprehensive 
income (OCI) and reclassified to the income statement when the 
effects of the item being hedged are recognized in the income 
statement. Changes in the fair value of derivatives that are 
designated and effective as fair value hedges are recognized 
currently in net income. These changes are offset in net income by 
fair value changes related to the risk being hedged on the hedged 
item. Changes in the fair value of undesignated hedges are 
recognized currently in the income statement. 


All designated hedges are formally documented as to the 
relationship with the hedged item as well as the risk- management 
strategy. Both at inception and on an ongoing basis the hedging 
instrument is assessed as to its effectiveness. If and when a 
derivative is determined not to be highly effective as a hedge, the 
underlying hedged transaction is no longer likely to occur, the 
hedge designation is removed, or the derivative is terminated, 
hedge accounting is discontinued (see Note 27). 


Foreign Currency Translation 

The functional currencies for most of the company’s foreign 
operations are their respective local currencies. The assets and 
liabilities of these operations are translated into U.S. dollars at the 
end of the period exchange rates. The revenues and expenses are 
translated at weighted-average rates for the period. The gains or 
losses from these translations are recorded in OCI. Gains or losses 
from transactions denominated in a currency other than the 
functional currency of the subsidiary involved and foreign 
exchange derivative contracts are included in net income. The 





pretax net gain (loss) for foreign exchange in 2020, 2019, and 2018 
was $18 million, $(13) million, and $(8) million, respectively. 


3. NEW ACCOUNTING STANDARDS 


New Accounting Standards Adopted 

In the first quarter of 2020, the company adopted Financial 
Accounting Standards Board (FASB) Accounting Standards Update 
(ASU) No. 2016-02, Leases (Topic 842), which supersedes 
Accounting Standards Codification (ASC) 840, Leases. This ASU 
was adopted using a modified-retrospective approach. The ASU's 
primary change is the requirement for lessee entities to recognize a 
lease liability for payments and a right of use asset during the term 
of operating lease arrangements. The ASU did not significantly 
change the lessee’s recognition, measurement, and presentation of 
expenses and cash flows from the previous accounting standard. 
Lessors’ accounting under the ASC is largely unchanged from the 
previous accounting standard. The ASU adds new disclosures 
about the company’s leasing activities. The company elected the 
optional practical expedients to not reassess whether existing 
contracts contain leases, not reassess lease classification, and not 
reassess initial direct costs for existing leases. The company did not 
elect the hindsight practical expedient. In addition, the company 
elected to combine lease and nonlease components for all asset 
classes and to not recognize a right of use asset or lease liability for 
arrangements that qualify as short-term leases. 


The operating lease liabilities are recorded in “Accounts payable 
and accrued expenses” and the operating lease right of use assets 
are recorded in “Other assets.” The finance lease liabilities are 
recorded in “Short-term borrowings” or “Long-term borrowings” 
based on the remaining lease term, and the finance lease right of 
use assets are recorded in “Property and equipment - net.” In 
addition to the lease liabilities and right of use assets, land use 
rights were reclassified from “Other intangible assets - net” to 
“Other assets” and finance lease liabilities were reclassified from 
“Accounts payable and accrued expenses” to “Short-term 
borrowings” and “Long-term borrowings.” The effect of adopting 
the ASU on the consolidated balance sheet follows in millions of 
dollars: 


November 3 Cumulative Effect November 4 
2019 from Adoption 2019 


Assets 
Other intangible assets-net.....$ 1,380 $ (23) S 1,357 
Other assets 00.0... cceeeeeeeeeee 1,899 402 2,301 
Liabilities 
Short-term borrowings ..........-. S 10,7845 1S 10,795 
Accounts payable and 

ACCrUEC EXPENSES........eeeeee. 9,656 348 10,004 
Long-term borrowings............- 30,229 20 30,249 


The company implemented a new system for lessee accounting 
with new processes and controls at the time of adopting the ASU. 
The adoption did not have a material effect on the company’s 
operating results or cash flows. See Note 25 for additional 
information. 


The company also adopted the following standards in 2020, none 
of which had a material effect on the company’s consolidated 
financial statements: 


Accounting Standards Updates 


No. 2017-O8—Premium Amortization on Purchased Callable Debt Securities, 
which amends ASC 310-20, Receivables — Nonrefundable Fees and Other 
Costs 

No. 2018-07—Improvements to Nonemployee Share-Based Payment 
Accounting, which amends ASC 718, Compensation — Stock Compensation 

No. 2019-04—Codification Improvements to Topic 326, Financial Instruments 
— Credit Losses, Topic 815, Derivatives and Hedging, and Topic 825, 
Financial Instruments. The adoption was for clarifications to ASU No. 2017- 
12, Targeted Improvements to Accounting for Hedging Activities 

No. 2020-04—Facilitation of the Effects of Reference Rate Reform on 


Financial Reporting, which establishes ASC 848, Reference Rate Reform 


New Accounting Standards to be Adopted 

In June 2016, the FASB issued ASU No. 2016-13, Measurement of 
Credit Losses on Financial Instruments, which establishes ASC 326, 
Financial Instruments — Credit Losses. The ASU, along with related 
amendments, revises the measurement of credit losses for 
financial assets measured at amortized cost from an incurred loss 
to an expected loss methodology. The ASU affects receivables, 
debt securities, net investment in leases, and most other financial 
assets that represent a right to receive cash. 


The company holds deposits from dealers (dealer deposits) to 
absorb certain credit losses. Prior to adopting this ASU, the 
allowance for credit losses was estimated on probable credit losses 
incurred after consideration of dealer deposits. The ASU considers 
dealer deposits and certain credit insurance contracts as 
freestanding credit enhancements. As a result, after adoption, 
credit losses recovered from dealer deposits and credit insurance 
contracts will be presented in “Other income” and no longer as 
part of the allowance for credit losses or the provision for credit 
losses. The ASU will also modify the treatment of the estimated 
write-off of delinquent receivables by no longer including the 
estimated benefit of charges to the dealer deposit in the write-off 
amount (see Note 13). This change will increase the estimated 
write-offs on delinquent financing receivables with the benefit of 
credit losses recovered from dealer deposits also presented in 
“Other income.” This benefit, in both situations, will be recorded 
when the dealer deposits are charged and no longer based on 
estimated recoveries. 


The ASU also requires additional disclosures about significant 
estimates and credit quality. The effective date is the first quarter 
of fiscal year 2021. The ASU will be adopted using a modified- 
retrospective approach resulting in an estimated after-tax 
reduction to “Retained earnings” of $30 million. 
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The company will also adopt the following standards in future 
periods, none of which are expected to have a material effect on 
the company’s consolidated financial statements: 


Accounting Standards Updates 


No. 2018-15—Customer’s Accounting for Implementation Costs Incurred ina 
Cloud Computing Arrangement That Is a Service Contract, which amends 
ASC 350-40, Intangibles — Goodwill and Other — Internal-Use Software 

No. 2019-04—Codification Improvements to Topic 326, Financial 
Instruments-Credit Losses, Topic 815, Derivatives and Hedging, and 
Topic 825, Financial Instruments 

No. 2019-12—Simplifying the Accounting for Income Taxes, which 
amends ASC 740, Income Taxes 

No. 2020-08—Codification Improvements to Subtopic 310-20, 
Receivables —- Nonrefundable Fees and Other Costs 


4. ACQUISITIONS AND DISPOSITIONS 
Acquisitions 





Unimil 

In September 2020, the company acquired Unimil, a leading 
Brazilian company in the after-sales service parts business for 
Sugarcane harvesters, which is based in Piracicaba, Brazil. The total 
cash purchase price before final adjustments, net of cash acquired 
of S5 million, was $66 million, with $6 million funded to an escrow 
to secure certain indemnity obligations. In addition to the cash 
purchase price, $14 million of liabilities were assumed. The 
preliminary asset and liability fair values at the acquisition date in 
millions of dollars follow: 


September 2020 


Trade accounts and notes receivable... S 5 
Other receivables oo... ceeeececeeseeesneeeeeeseesneeees Z 
PTW STC OU IES castes cao ses. s ae cleein Scat ctenie Gesesinele GoaecdeeinSiteaclaséraslive 10 
Property and equipment .............:cccecceeseeeeseeeeeeeeees va 
rere 6 | eee rere 28 
en Ital GID lea GSe tS cia iscokicnshitencieicnenic 13 

We Se eas cccss Scstescae sect caste czeioses ene aenesonnseet S 80 
Accounts payable and accrued expenses ................ S 5 
Deferred inCOMe taXxeS .......cecccecceseeceeesseeesenteeesenes 9 

Total liabilities ..0...c.cccccccceccscceceeeseeseesseeeseesseeereees S 14 


The identified intangibles were primarily related to customer 
relationships, trade name, and a non-compete agreement. The 
weighted-average amortization period is approximately nine years. 
The goodwill is not expected to be deductible for tax purposes. 


PLA 

On September 26, 2018, the company acquired PLA, a privately- 
held manufacturer of sprayers, planters, and specialty products for 
agriculture. PLA is based in Argentina, with manufacturing 
facilities in Las Rosas, Argentina and Canoas, Brazil. The total cash 
purchase price, net of cash acquired of $1 million, was $69 million 
with $4 million retained by the company as escrow to secure 
indemnity obligations. In addition to the cash purchase price, the 
company assumed $30 million of liabilities. The asset and liability 
fair values at the acquisition date in millions of dollars follow: 


September 2018 


Trade accounts and notes receivable .........cceeeeeeeeeeee S 3 
Other receivables ........ cece ccceceeesseeeceeeseessseeeeeeseenaas 14 
NIV OM LOTIOS: sicscscssocseneseocseatdeneseatsnnexendencseatsanexendencvent’s 15 
Property and equipment ...........0..:cceeeeceeteeseteeeeee 6 
rol ojdh || ee oe ee nee ene eee ee 38 
Other intangible assets ..........ceceeeceseeseeteeteeteeteeeees 22 
Og (eas Ss 1 

Total ASSCtS ....0.ceccecccccceccesecesceseeseeessereeseceeeereeeeneterees S 99 
STONE TY OU OIG aici tele nec cecicntchwearatonceceatae ean? S 8 
Accounts payable and accrued expenses .............:.++ 17 
Deferred income taXeS ......cceeceeeseceeeesteceseetteeeseentneeees 5 

We MAN So eeccecceacteaceescccescesccencscodasectaccatscaecesonesc S 30 


The identified intangible assets were primarily related to 
technology, trademarks, and customer relationships, which have 
a weighted-average amortization period of five years. The 
goodwill is not deductible for tax purposes. 

King Agro 

In March 2018, the company acquired King Agro, a privately held 
manufacturer of carbon fiber technology products with 
headquarters in Valencia, Spain and a production facility in 
Campana, Argentina. The total cash purchase price, net of cash 
acquired of $3 million, was $40 million, excluding a loan to King 
Agro of $4 million that was forgiven on the acquisition date. In 
addition to the cash purchase price, the company assumed 

S11 million of liabilities. The asset and liability fair values at the 
acquisition date in millions of dollars follow: 


March 2018 

Trade accounts and notes receivable .........cceeeeeeeeeeee s 2 
Other receivables oo... ceececeeseceeeeeeteeeeeeeeeteeseeneeeee iz 
INVONTOTIOS oo... ceeecesecsseessseecseeessseesseesseessneessneeesneeesas 5 
Property and equipment ..............2::::ceceeeeeeeeeeeeeeeeeeeees . 
GOOUWIII oo... ececseeeeeseecseeseesseenseseesseetseeneeenee 28 
Other intangible assets ..........cccceeeceseseeteeteeteeteeeees 13 

Total ASSOtS .....cccecccccceccescceccesesstesseeusectevresseeseeeee S 55 
SHOUT TY DONT OVI GS aici lee nec cecicntcnearatoneseatae ease S 2 
Accounts payable and accrued expenses .............:0++ 4 
Deferred inCOMEe taXeS ........ceeeeeeeeseeseeseeseeeeeeeeeseeeeees 4 
Welals fi t=idar a 816/d¢0)'\ [1c eee ee eee eee eee ee | 

Total liabilities .....0..ceccccccccccccecceesceeseeeseeeseeeseseesseenee, S i 





The identifiable intangibles were primarily related to trade name 
and technology, which have a weighted-average amortization 
period of ten years. The goodwill is not deductible for tax 
purposes. 

Wirtgen 

In December 2017, the company acquired Wirtgen, which was a 
privately-held international company and is the leading 
manufacturer worldwide of road construction equipment. 
Headquartered in Germany, Wirtgen has six brands across the 
roadbuilding sector spanning processing, mixing, paving, 
compaction, and rehabilitation. Wirtgen sells products in more 
than 100 countries and had approximately 8,200 employees at the 
acquisition date. 


The total cash purchase price, net of cash acquired of $191 million, 
was $5,136 million, a portion of which is held in escrow to secure 
certain indemnity obligations of Wirtgen. In addition to the cash 
purchase price, the company assumed $1,641 million in liabilities, 
which represented substantially all of Wirtgen’s liabilities. The 
company financed the acquisition and associated transaction 
expenses from a combination of cash and new debt financing, 
which consisted of medium-term notes, including €850 million 
issued in September 2017. The asset and liability fair values at the 
acquisition date in millions of dollars follow: 


December 2017 

Receivables from unconsolidated affiliates ................ S 5 
Trade accounts and notes receivable.............::::000 449 
Financing receivables ............2::::sscceseeeeeseeeeeeeeeeeeeeeees 43 
Financing receivables Securitized..........ceeceeeeeeeeee 125 
Other receivables... eee eeeceeeeeeeeeeeeeeeeeseeeeeees 96 
PV ONTON ES eacscsrcaretecsrncnestnthiesonnleaieneh niisetsdiatananaeeaittiesiot’ 1,536 
Property and equipment ............c:ccccececeseeteeteeteeteeeens 752 
Investments in unconsolidated affiliates... i 
GO Ul sce cescoceseni seatoseresscetsteesScaectest Scebetevesaeeutacosentdaaksent 2,068 
Other intangible assets ..........ceececeeeseteteteteeteeee 1,442 
Deferred income taxes ........ccccececseeeeeseeseeseeeeseeseeeeees 26 
FTI TE el © SS ssa adap antadapbshertoduiaaniadoatcuetoavodsntobentatsscenlonatt 215 

WG Sr cee socecrcsescazateseseseoteniesontesouesestcesiesoateoeue eee S 6,778 
Short-term DOrrOWiINGS ........:c:cceceeeceeeeeteeeeeteeteeteeeeeees . 285 
Short-term securitization DOrrOWINGS ......... eee 127 
Accounts payable and accrued expenses ............:0:05. 719 
Deferred income taxes ........cccccccceceeesseeseeeeseeeeeeeeeens 430 
HOTIG LET IN DOR MOW INGS sei scideseteeccssil ant checencateenastanend 50 
Retirement benefits and other liabilities.......0.0000.. 30 

Total liabilities .......ccccccccccccecccescceseecseeseeeseeeeesesenseeeees S 1,641 
NOMCOMUrOMING IMECTOSTS seni seccdccidescdsciocaedestcesedeatcetdect S | 


The identifiable intangible assets’ fair values in millions of dollars 
and weighted-average useful lives in years follows: 


Weighted-Average Fair 


Useful Lives Values 
Customer lists and relationships............. 16 S 519 
Technology, patents, trademarks, and other 19 $ 923 


The goodwill is not deductible for tax purposes. 


Wirtgen’s results are incorporated in the company’s consolidated 
financial statements using a one-month lag period and are 
included in the construction and forestry segment. The net sales 
and revenues and operating profit included in the company’s 
statement of consolidated income in 2018 was $3,181 million and 
S116 million, respectively. During 2018, the company recognized 
$56 million of acquisition related costs, which were recorded $30 
million in “Selling, administrative and general expenses” and $26 
million in “Other operating expenses.” 


The unaudited pro forma consolidated net sales and revenues and 
net income for 2018 were prepared as if the acquisition closed at 
the beginning of fiscal year 2017 and follow in millions of dollars: 


Ne E SACS Sid OV EUS occasccacccescescccsccasceeonacocsasasesasaniocs S 


Net income attributable to Deere & Company............ S 2,637 


The pro forma amounts were calculated using policies consistent 
with the company’s accounting policies and included the additional 
expense from the amortization from the allocated purchase price 
adjustments. The pro forma results excluded acquisition related 
costs incurred in 2017 and 2018 and assumed the medium-term 
notes used to fund the acquisition were issued in fiscal year 2016 at 
the interest rate of the actual notes. Anticipated synergies or other 
expected benefits of the acquisition were not included in the pro 
forma results. As a result, the unaudited pro forma financial 
information may not have been indicative of the results for future 
operations or the results if the acquisition closed at the beginning 
of fiscal year 2017. 


For the acquisitions, the goodwill was the result of future cash 
flows and related fair value exceeding the fair value of the 
identified assets and liabilities. For the acquisitions other than 
Wirtgen, the results of these operations have been included in the 
company’s consolidated financial statements in the agriculture and 
turf operating segment and the pro forma results of operations as 
if these acquisitions had occurred at the beginning of the current 
or comparative fiscal year would not differ significantly from the 
reported results. 

Dispositions 

In September 2020, the company sold its German lawn mower 
business. At the time of the sale, total assets were $26 million, 
which were recorded in “Other assets” and total liabilities were $5 
million, which were recorded in “Accounts payable and accrued 
expenses.” No cash proceeds were received, resulting in a loss on 
sale, including transaction costs, of $24 million pretax and after- 
tax. The loss was recorded with a pretax and after-tax accrual 
recognized in the third quarter of 2020 when a definitive sale 
agreement was finalized. The loss was recorded in “Other 
operating expenses” in the agriculture and turf segment. 
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In October 2019, the company sold its construction and forestry 
retail locations in Canada. At the time of the sale, total assets were 
$187 million consisting of inventory of $138 million, property and 
equipment — net of $24 million, other assets of $3 million, and 
goodwill of $22 million. The liabilities consisted of $10 million of 
accounts payable and accrued expenses. In addition, the company 
accrued $15 million for transaction expenses and related costs. The 
total proceeds from the sale were approximately $187 million, with 
$93 million received in 2019 and $67 million received in 2020. The 
remaining sales price was due based on standard payment terms of 
new equipment sales to independent dealers and separately 
negotiated terms ranging from 12 months to five years. A pretax 
loss of approximately $5 million was recorded in “Other operating 
expenses” in the construction and forestry segment. 


In May 2018, the company sold construction and forestry retail 
locations in Michigan, Minnesota, and Wisconsin. At the time of 
the sale, total assets were $74 million and liabilities were 
approximately $2 million. The assets consisted of trade accounts 
and notes receivable — net of $3 million, inventory of $52 million, 
property and equipment — net of $11 million, and goodwill of $8 
million. The liabilities consisted of $2 million of accounts payable 
and accrued expenses. The total proceeds from the sale were 
approximately $84 million, with $67 million received in 2018. The 
remaining sales price was due based on standard payment terms 
of new equipment sales to independent dealers or refinanced 
wholesale terms. A pretax gain of $12 million was recorded in 
“Other income” in the construction and forestry segment. 


In November 2017, the company sold its construction and forestry 
retail locations in Florida. At the time of the sale, total assets were 
$93 million and liabilities were $1 million. The assets consisted of 
inventory of $61 million, property and equipment — net of $21 
million, goodwill of $10 million, and $1 million of other assets. The 
liabilities consisted of $1 million of accounts payable and accrued 
expenses. The total proceeds from the sale were approximately 
$105 million, with $89 million received in 2018. The remaining sales 
price was due based on standard payment terms of new equipment 
sales to independent dealers or refinanced wholesale terms. A 
pretax gain of $13 million was recorded in “Other income” in the 
construction and forestry segment. 


For the retail location dispositions, the company sells equipment, 
service parts, and provides other services to the purchasers as 
independent dealers. 


5. SPECIAL ITEMS 


[mpairments and Other Charges 
In 2020, the company recorded impairments and other charges as 
follows: 





Agriculture Construction Financial Total 
and Turf and Forestry Services Pretax 
Factory closure 
China - agricultural equipment 
Non-cash impairments ....... 
Other receivables, property, 


and intangible assets*... $ 15 S 15 
Severance payments ™........ 5 5 
Factory ClOSUrC.......eeeeeeeee 20 20 


Non-cash fixed asset and 
lease impairments 


German asphalt plant factory * | S 62 62 
Brazil construction equipment 

PAC WON ieee scerien sae 16 16 
Other international fixed assets *' 13 2 15 
Other international fixed assets **' 4, 4 
Equipment on operating 

[aS SS ES ceo iercenisddsiennatelines 5S 2 DF 
Operating lease inventory *** 10 +10 
Fixed asset and lease - 

non-cash impairments ....... 1/ 80 32. I2Z2 


Non-cash affiliate 
company impairments 
Minority investment in 
construction equipment 
company headquartered in 


South Africa tt > vcacicicranc 43 43 
Construction equipment joint 

venture located in Brazil **** ? 7 7 
Affiliate impairments............. =e) 50 
Total impairments and closure 

0): ee eS S 37 S$ 130 32.5. 199 


* Recorded in "Cost of sales" 

** Recorded in "Selling, administrative, and general expenses" 

*** Recorded in "Other operating expenses" 

****Recorded in "Equity in income (loss) of unconsolidated affiliate" 

1 The impairment was the result of a decline in forecasted financial 
performance that indicated it was probable future cash flows would not 
cover the carrying amount of net assets. 

2 The impairments were the result of a higher expected equipment return rates 

and lower estimated values of used construction equipment than originally 

estimated with the probable effect that future cash flows would not cover 
the carrying amount of the asset. 

The impairment was the result of an other-than-temporary decline in value. 

The after-tax effect was $180 million. 

5 See Note 26 for a description of the valuation methodologies used to 
measure these impairments. 


KW 





In the fourth quarter of 2019, the company recorded non-cash 
charges in “Other operating expenses” of approximately $59 
million pretax for the impairment of equipment on operating leases 
and approximately $18 million pretax on matured operating lease 
inventory recorded in “Other assets.” The impairment was the 
result of lower estimated values of used agriculture and 
construction equipment than originally estimated with the 
probable effect that the future cash flows would not cover the 
carrying amount of the net assets. The assets are part of the 
financial services operations (see Note 26). 


Employee-Separation Programs 

During 2020, the company implemented employee-separation 
programs for the company’s salaried workforce in several 
geographic areas, including the United States, Europe, Asia, and 
Latin America. The programs’ main purpose was to improve 
efficiency through a leaner, more flexible organization. The 
programs were largely voluntary in nature with the expense 
recorded primarily in the period in which the employees irrevocably 
accepted a separation offer. For the limited involuntary employee- 
separation programs, the expense was recorded when 
management committed to a plan, the plan was communicated to 
the employees, and the employees were not required to provide 
service beyond the legal notification period. The programs 
provided for cash payments based on years of service, and in some 
countries subsidized healthcare for a limited period and 
outplacement services. 


The programs’ total pretax expenses in 2020 were as follows: 


Agriculture Construction Financial 





andTurf andForestry Services Total 

Gos fel ac: |e ee S 82 § 22 S104 
Research and development 

EXPENSES oo siscsseeseeseenseeesee 4] 8 D2 
Selling, administrative and 

general expenses ............ 96 24 $ 15 135 

Other operating expenses” Al 

TO 0a scnsiesneaseassnewencarneneues S 275 54 S$ 15 $335 











Relates primarily to non-cash charges of $34 million from curtailments in certain 
OPEB plans (see Note 8) and other corporate expenses, both of which were 
recorded outside of operating profit. Approximately $6 million of the 
curtailment charge was recorded by financial services. 


Total program payments will be $301 million with $166 million paid 


in 2020 and $135 million to be disbursed over two years. Annual 
savings from these programs are estimated to be approximately 
$250 million, of which $85 million was realized in 2020. 


During 2019, the company also completed certain employee- 
separation programs designed for specific functions and 
geographic areas as part of its on-going efforts to create a more 
efficient organizational structure. These programs provided for 
cash payments based on years of service. The expenses were 


recorded in the period the employees irrevocably accepted the 
separation offer with the following total pretax expenses: 


Agriculture Construction Financial 





and Turf andForestry Services Total 
Cost of sales ...c..ccceeceeseeeee. S 5 S$ 5 
Research and development 
EXPENSES uo. ecccereresereeereees ! | 
Selling, administrative and 
general expenses............ 3 $ a 9 24 
TO tall .ccienssoncroaunsnusaeniannennni S 19 $ 2 $ 2 S30 


Redeemable Noncontrolling Interest 

In 2020, the minority interest holder in Hagie Manufacturing 
Company, LLC exercised its right to sell the remaining 20 percent 
interest to the company for $14 million. The arrangement was 
accounted for as an equity transaction with no gain or loss 
recorded in the statement of consolidated income. This operation 
is included in the company’s agriculture and turf segment. 


6. REVENUE RECOGNITION 


The company’s net sales and revenues by primary geographical 
market, major product line, and timing of revenue recognition in 
millions of dollars follow: 


Agriculture Construction Financial 


andTurf andForestry Services Total 
2020 


Primary geographical markets: 















































United States 0... eee S 11,948 $ 4,548 S$ 2,500 $18,996 
CA AC a warscieasicroessntersessnanaicenes 990 802 598 = 2,390 
Western Europe .......cccscece 3,/64 1,479 90 85,333 
Central Europe and CIs........... 139] 646 > «62 0/2 
Latin America ..........::::cceeee 2,236 553 234 3,023 
Asia, Africa, Australia, New 
Zealand, and Middle East... 2,441 1,153 B2 3,/26 
ic) | nn re eet S. 22,770 S 9,181 $ 3,589 $35,540 
Major product lines: 
Large Agriculture «0.0.0.0... S 11,387 S 11,387 
Small Agriculture...............-.+-. 8,102 8,102 
TUT secessscassconcccccenszensscaicennecscs 7,390 7390 
Construction .....0..ccccccceeseeeeee S 3,521 3,521 
Compact Construction ........... 1,269 1,269 
Roadbuilding...........::c0ee 2,924 2,924 
32 (5 1p eee err ene eee 1,100 1,100 
Financial Products..............00-. 106 25 § 3,589 3,720 
Other .........ceeceeeeeeeeeeeeeeeeeeeees 785 342 1,127 
NOMA ceceece cert eagtoeeessnecasteeeccneeta: S. 22,710'S 9,181 $ 3,589 $35,540 
Timing of revenue recognition: 
Revenue recognized at a 
OM WT TING. c2e:ccecstesccnccceee: S 22,545 $ 9071S 106 $ 31,722 
Revenue recognized over time 225 NO 3,483 3,818 
i Kc: || Ear ere Peete ere er er tee S 22,770 $ 9,181 $ 3,589 $35,540 
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Agriculture Construction Financial 


andTurf andForestry Services Total 
2019 


Primary geographical markets: 


























United States 0.0.00... S 12,362 $ 6,082 $ 2,482 $20,926 
CANA ieientiseasadoserteescsssaneceene 1,096 1,107 617, 2,820 
Western Europe ...........2::::++ 3,866 1,586 8/ 5,539 
Central Europe and CIS.......... 1,423 749 3f = 2,209 
Latin America ..........:::c000+ 2,894 719 2/2 = 3,885 
Asia, Africa, Australia, New 
Zealand, and Middle East ... 2,488 1,265 126... 3879 
TOtal .......ececeeeeeeeeeeeeteteee S 24129$ 1,508 $ 3,621 $39,258 
Major product lines: 
Large Agriculture ..........006. SS. 1,727 S 1,727 
Small Agriculture.............0 8,696 8,696 
IVI fist aaa acaptaapenenaemannararepacaed 2,650 2,650 
Construction .....0..ccccccceeeeeee. S 5,188 5,188 
Compact Construction .......... 1,279 12/9 
Roadbuilding...........::c:ee BASE: 3,193 
OCS ae eee ee 1,403 1,403 
Financial Products .............0.- 100 30 S 3,62] 3,75] 
JEST conc carias veenemsatorinensvetet vend 956 415 1,37] 
ic) ¢:| eraeeneere anne enennrre renee S 24129 $ 1,508 $ 3,621 $39,258 
Timing of revenue recognition: 
Revenue recognized at a 
point in time... S$ 23,915 $ 1391S M$ 35,417 
Revenue recognized over time 214 7 3,510 3,841 
OTA ataccetn to tasancetaigetonnapseensea S 241229$ 1,508 $ 3,621 $39,258 








Following is a description of the company’s major product lines: 


Large Agriculture — Includes net sales of tractors with more than 
approximately 200 horsepower and associated attachments, 
combines, cotton pickers, cotton strippers, and sugarcane 
harvesters; harvesting front-end equipment; sugarcane loaders 
and pull behind scrapers; tillage, seeding, and application 
equipment, including sprayers, nutrient management and soil 
preparation machinery; self-propelled forage harvesters, and 
related attachments and service parts. 


Small Agriculture — Includes net sales of medium and utility 
tractors with less than approximately 200 horsepower, hay and 
forage equipment, balers, mowers, and related attachments and 
service parts. 


Turf — Includes net sales of turf and utility equipment, including 
riding lawn equipment, golf course equipment, utility vehicles, and 
commercial mowing equipment, along with a broad line of 
associated implements, other outdoor power products, and 
related service parts. 


Construction — Includes net sales of a broad range of machines 
used in construction, earthmoving, and material handling, 
including backhoe loaders, crawler dozers and loaders, four- 
wheel-drive loaders, excavators, motor graders, articulated dump 
trucks, and related attachments and service parts. 


Compact Construction — Includes net sales of smaller construction 
equipment, including compact excavators, compact track loaders, 





compact wheel loaders, skid steers, landscape loaders, and related 
attachments and service parts. 


Roadbuilding — Includes net sales of equipment used in 
roadbuilding and renovation, including milling machines, recyclers, 
slipform pavers, surface miners, asphalt pavers, compactors, 
tandem and static rollers, mobile crushers and screens, mobile and 
Stationary asphalt plants, and related attachments and service 
parts. 


Forestry — Includes net sales of equipment used in timber 
harvesting, including log skidders, feller bunchers, log loaders, log 
forwarders, log harvesters, and related attachments and service 
parts. 


Financial Products — Includes finance and interest income primarily 
from retail notes related to sales of John Deere equipment to end 
customers, wholesale financing to dealers of John Deere 
equipment, and revolving charge accounts; lease income from 
retail leases of John Deere equipment; and revenue from extended 
warranties. 


Other — Includes sales of certain components to other equipment 
manufacturers, revenue earned over time from precision guidance, 
telematics, and other information enabled solutions, revenue from 
service performed at company owned dealerships and service 
centers, gains on disposition of property and businesses, 
trademark licensing revenue, and other miscellaneous revenue 
items. 


The company invoices in advance of recognizing the sale of certain 
products and the revenue for certain services. These items are 
primarily for premiums for extended warranties, advance 
payments for future equipment sales, and subscription and service 
revenue related to precision guidance and telematic services. 
These advanced customer payments are presented as deferred 
revenue, a contract liability, in “Accounts payable and accrued 
expenses” in the consolidated balance sheet. The deferred 
revenue received, but not recognized in revenue, including 
extended warranty premiums also shown in Note 21, was $1,090 
million and $1,010 million at November 1, 2020 and November 3, 
2019, respectively. The contract liability is reduced as the revenue 
is recognized. Revenue recognized from deferred revenue that 
was recorded as a contract liability at the beginning of the fiscal 
year was $425 million in 2020 and $444 million in 2019. 


The company entered into contracts with customers to deliver 
equipment and services that have not been recognized at 
November 1, 2020 because the equipment or services have not 
been provided. These contracts primarily relate to extended 
warranty and certain precision guidance and telematic services. 
The amount of unsatisfied performance obligations for contracts 
with an original duration greater than one year is $912 million at 
November I, 2020. The estimated revenue to be recognized by 
fiscal year follows in millions of dollars: 2021 - $337, 2022 - $265, 
2023 - $172, 2024 - $88, 2025 - $45, and later years - $5. As 
permitted, the company elected only to disclose remaining 
performance obligations with an original contract duration greater 
than one year. The contracts with an expected duration of one 





year or less are generally for sales to dealers and end customers 
for equipment, service parts, repair services, and certain telematics 
Services. 


7, CASH FLOW INFORMATION 


For purposes of the statement of consolidated cash flows, the 
company considers investments with purchased maturities of 
three months or less to be cash equivalents. Substantially all of the 
company’s short-term borrowings, excluding the current 
maturities of finance lease obligations and long-term borrowings, 
mature or may require payment within three months or less. 


The equipment operations sell a significant portion of their trade 
receivables to financial services. These intercompany cash flows 
are eliminated in the consolidated cash flows. 


All cash flows from the changes in trade accounts and notes 
receivable (see Note 13) are classified as operating activities in the 
statement of consolidated cash flows as these receivables arise 
from sales to the company’s customers. Cash flows from financing 
receivables that are related to sales to the company’s customers 
(see Note 13) are also included in operating activities. The 
remaining financing receivables are related to the financing of 
equipment sold by independent dealers and are included in 
investing activities. 


The company had the following non-cash operating and investing 
activities that were not included in the statement of consolidated 
cash flows. The company transferred inventory to equipment on 
operating leases of $614 million, $678 million, and $855 million in 
2020, 2019, and 2018, respectively. The company also had accounts 
payable related to purchases of property and equipment of $98 
million, $152 million, and $183 million at November 1, 2020, 
November 3, 2019, and October 28, 2018, respectively. 


The company’s restricted cash held at November 1, 2020, 
November 3, 2019, October 28, 2018, and October 29, 2017 was as 
follows in millions of dollars: 


2020 2019 2018 2017 








Equipment operations............... S dus 215 rS. 
Financial services ..........::0:00 o5 78 104 126 
ING EA aa sicsenece eh eence scecanopance aes S 106 $ 99 $ IS 3B2 


























The equipment operations restricted cash relates to miscellaneous 
operational activities. The financial services restricted cash 
primarily relates to securitization of financing receivables (see Note 
14). The restricted cash is recorded in “Other assets” in the 
consolidated balance sheet. 


Cash payments for interest and income taxes consisted of the 
following in millions of dollars: 


2020 2019 2018 


Interest: 
Equipment operations................ S 553 $ 666 $_ 581 
Financial services ..........:.:::0e0e 998 1,154 O25 
Intercompany eliminations. ......... (272) (360) (330) 
Consolidated ............0 cece S 1279 $ 1460 S$ 1,176 
Income taxes: 
Equipment operations............... S 1000 $ 1,018 $ 625 
Financial services ..........::c0ce 297 (57) 387 
Intercompany eliminations ......... (228) 150 (300) 
Consolidated ..........0...ccceeeeeeenee S 1,069 lls 712 


8. PENSION AND OTHER POSTRETIREMENT BENEFITS 


The company has several funded and unfunded defined benefit 
pension plans and other postretirement benefit (OPEB) plans, 
primarily health care and life insurance plans, covering its U.S. 
employees and employees in certain foreign countries. The 
company uses an October 3] measurement date for these plans. 


The components of net periodic pension cost and the assumptions 
related to the cost consisted of the following in millions of dollars 
and in percents: 


2020 = 2019 2018 




















Pensions 

SNS as sescecacesevacatcceeucanteaseencaeenoeee: S 321 S$ 261 S$ 293 
NOES ECO 5 eiacecsiseceatrancatoneeuaiananacns 34/7 44/ 390 
Expected return on plan assets. ............... (819) (802) = (775) 
Amortization of actuarial loss .............8. 256 148 226 
Amortization of prior service COSt .............. 13 ii 12 
Settlements/curtailments ...........ccceeeee 25 5 8 
NEE COSB.sisiiatentccscdcchectoédencbaddedosenisbnsveaiieaats S 1443 $ 70 S$ 154 
Weighted-average assumptions 

Discount rates - Service COSt....... eee. 2.9% 4.0% 3.5% 
Discount rates - interest COSt...........cce. 2.1% 4.0% 3.2% 
Rate of compensation increase.............00.. 3.8% 3.8% 3.8% 
Expected long-term rates of return.......... 6.4% 6.5% 6.9% 


Interest crediting rate - U.S. cash balance plan 2.1% 3.3% 2.6% 


The components of net periodic OPEB cost and the assumptions 
related to the cost consisted of the following in millions of dollars 
and in percents: 


2020 2019 2018 


























OPEB 

SEPVICECOSE serescncsinwancasswsiasnarsiueinastanncdencsienteoes S 49 S 4 Ss 45 
WALET OST COSC eieces ccs tc cseces teat te ete cence. 140 216 19] 
Expected return on plan assets..............04. (50) (36) (22) 
Amortization of actuarial loss... 29 16 62 
Amortization of prior service credit .......... (4) (72) (77) 
CUP CAMIAT ORES cies Facc ction seetoceadicensacnotonenenis 34 

Net COSt.....ccccccccccccccescecsececeseeseeseseateeeseeeaes S 198 S$ 165 S$ 199 
Weighted-average assumptions 

Discount rates - Service COSt..... eee 3.7% 4.8% 4.3% 
Discount rates - interest COSt....... ee 2.1% 42h 3.3% 


Expected long-term rates of return.......... 5.7% 5.1% 5.7% 


50 





The OPEB curtailments are a result of the employee-separation 
programs (see Note 5). 


The spot yield curve approach is used to estimate the service and 
interest cost components of the net periodic pension and OPEB 
costs by applying the specific spot rates along the yield curve used 
to determine the benefit plan obligations to relevant projected 
cash outflows. The components of net periodic pension and OPEB 
cost excluding the service component are primarily included in the 
line item “Other operating expenses” in the statement of 
consolidated income. 


The previous pension cost in net income and other changes in plan 
assets and benefit obligations in other comprehensive income in 
millions of dollars were as follows: 


2020 2019 2018 








Pensions 
NEE GOST, cccncat sechoancdescaathsanscaniedantendhsensnathdet S 1443S 70 S$ 154 
Retirement benefit adjustments included 
in other comprehensive (income) loss: 
Net actuarial (gain) loss... 438 887 = (553) 
Amortization of actuarial loss.............. (249) (143) = (226) 
Amortization of prior service cost........ (11) (11) (12) 
DOT GMMOIES sescicsteehecassccskeetnnesbeusanccanapass (26) (3) (8) 
Total (gain) loss recognized in other 
comprehensive (income) loss ......... 152 730 (799) 
Total recognized in comprehensive 
(INCOME) IOSS.......ceccecceeceeceeseceseeeeeeeseeseees S 295 S$ 800 S (645) 

















The previous OPEB cost in net income and other changes in plan 
assets and benefit obligations in other comprehensive income in 
millions of dollars were as follows: 


2020 2019 2018 











OPEB 
Net COSC... icccceccccecssseeesseeeesteeeesteeeesseeens S 198 S$ 165 $ 199 
Retirement benefit adjustments included in 
other comprehensive (income) loss: 
Net actuarial (gain) loss .........ceeeee (136) 141 ~~ (608) 
PUIOR SEI VICAICOSE ide ceinccikacndcnatteokencaidixe 3 
Amortization of actuarial loss.............. (29) (16) (62) 
Amortization of prior service credit..... 4 72 7/ 
Total (gain) loss recognized in other 
comprehensive (income) loss ........ (161) 197 ~—- (588) 
Total recognized in comprehensive 
(INCOME) OSS ...c..cecscecceeceesceeeeeeseeseeeeeeeee. S 37 S$ 362 S$ (389) 

















The benefit plan obligations, funded status, and the assumptions 
related to the obligations at November 1, 2020 and November 3, 
2019, respectively, in millions of dollars follow: 


OPEB 
2020 2019 


Pensions 
2020 2019 
Change in benefit obligations 


Beginning of year balance... $ (14,250) $ (12,108) $ (5,622) $ (5,472) 














S@rviCe COSC... ccceccceceeee (321) (26]) (49) (41) 
TaN Rc1CsS ne ae (3 ea ne ee ee (347) (447) (140) (216) 
Actuarial gain (loss).............. (771) (2,174) 119 (187) 
Benefits paid... ee 749 705 297 316 
Health care subsidies........... (28) (22) 
Settlements/curtailments.... 15 
Foreign exchange and other (96) 25 13 
End of year balance.............. (15,021) (14,250) — (5,410) — (5,622) 
Change in plan assets (fair value) 
Beginning of year balance ... 14,024 12,602 936 719 
Actual return on plan assets 1,144 2,081 33 82 
Employer contribution......... 108 70 843 448 
Benefits paid... (749) (705) = (297) (316) 
Settlements .......ccceeeeee (12) 
Foreign exchange and other yy) (24) 3 3 
End of year balance.............. 14,574 = 14,024 1,518 936 
Funded status............cccee S (447) S (226) $ (3,892) $ (4,686) 
Weighted-average assumptions 
Discount rates... 2.5% 3.0% 2.1% 3.2% 
Rate of compensation increase 3.1% 3.8% 
Interest crediting rate - U.S. 

cash balance plan.............. 1.7% 2.1% 


The company made voluntary contributions of $700 million and 
$300 million to a U.S. OPEB plan in 2020 and 2019, respectively. 


The actuarial loss for pension for 2020 was primarily due to a 
decrease in discount rates partially offset by a decrease in 
mortality assumptions. The actuarial gain for OPEB for 2020 was 
primarily due to the U.S. enactment of the Setting Every 
Community Up for Retirement Enhancement Act (SECURE Act) 
that repealed the health insurance provider fee effective in 2021, a 
decrease in mortality assumptions, and a decrease in health care 
trend rates, partially offset by a decrease in discount rates. The 
actuarial loss for pension for 2019 was primarily due to a decrease 
in discount rates. The actuarial loss for OPEB for 2019 was primarily 
due to a decrease in discount rates partially offset by a decrease in 
health care trend rates. 


The mortality assumptions for the 2020 and 2019 benefit plan 
obligations reflect the most recent tables and scales issued by the 
Society of Actuaries at that time. 





The amounts recognized at November 1, 2020 and November 3, 
2019, respectively, in millions of dollars consist of the following: 




















Pensions OPEB 
2020 2019 2020 2019 

Amounts recognized in 

balance sheet 
Noncurrent asset........cccccccccceee. S 863 S$ 840 
Current liability 0... (72) (56) S (36) $ (35) 
Noncurrent liability......00.0.0.00... (1,238) (1,010) (3,856) — (4,65]) 
WO ice gcet eeosseet Sectosebiceteeeescenee S (447) S (226) $ (3,892) $ (4,686) 
Amounts recognized in 

accumulated other 

comprehensive income — pretax 
Net actuarial loss.......ccccceeeeeeee. S 4,475 S$ 4312 S 747 S$ 912 
Prior service cost (credit).......... 2] S27 (24) (28) 
i fo): Ree reeeen ere eee eee nore $4,496 S$ 4344 S$ 723 884 


The total accumulated benefit obligations for all pension plans at 
November 1, 2020 and November 3, 2019, were $14,257 million and 
$13,430 million, respectively. 


The accumulated benefit obligations and fair value of plan assets 
for pension plans with accumulated benefit obligations in excess of 
plan assets were $2,107 million and $1,100 million, respectively, at 
November 1, 2020 and $1,836 million and $924 million, respectively, 
at November 3, 2019. The projected benefit obligations and fair 
value of plan assets for pension plans with projected benefit 
obligations in excess of plan assets were $10,792 million and $9,482 
million, respectively, at November 1, 2020 and $10,097 million and 
$9,031 million, respectively, at November 3, 2019. 


Actuarial gains and losses are recorded in accumulated other 
comprehensive income (loss). To the extent unamortized gains and 
losses exceed 10% of the higher of the market-related value of 
assets or the benefit obligation, the excess is amortized as a 
component of net periodic cost over the remaining service period 
of the active participants. For plans in which all or almost all of the 
plan’s participants are inactive, the amortization period is the 
remaining life expectancy of the inactive participants. 


The company expects to contribute approximately $105 million to 
its pension plans and approximately $845 million to its OPEB plans 
in 2021. The anticipated OPEB contributions include a voluntary 
$700 million to a U.S. plan in the fourth quarter, which will increase 
plan assets. The pension and remaining OPEB contributions 
primarily include direct benefit payments from company funds. 


The benefits expected to be paid from the benefit plans, which 
reflect expected future years of service, are as follows in millions 
of dollars: 


Pensions OPEB* 
DOA a sccaem & aeeucoeee cess vee ees S 765 S 297 
C00. eee ene eee Ce ee eee eer 724 297 
08/5 ence eee ees tree eer ey 7\\ 297 
DD De a coceaensencetrtsserrcieinenertdnenioneneatsseeneateuseds 707 79} 
DOF ooh sd eeeb gece tee eee eed ne eee 699 298 
ZO ZO TO: 2030 ss sorsisinuncnicbiatedvicdamesdeisbonedoniesu's 3,450 1,461 


* 


Net of prescription drug group benefit subsidy under Medicare Part D. 


The annual rates of increase in the per capita cost of covered 
health care benefits (the health care cost trend rates) used to 
determine accumulated postretirement benefit obligations were 
based on the trends for medical and prescription drug claims for 
pre- and post-65 age groups due to the effects of Medicare. For 
the 2020 actuarial valuation, the weighted-average composite 
trend rates for these obligations were assumed to be a 4.0 percent 
increase from 2020 to 2021, followed by an increase of 7.6 percent 
from 2021 to 2022, gradually decreasing to 4.7 from 2027 to 2028 
and all future years. The lower estimated increase from 2021 to 
2022 resulted from the SECURE Act that repealed the health 
insurance provider fee effective in 2021. The 2019 obligations and 
the cost in 2020 assumed an 8.6 percent increase from 2019 to 
2020, gradually decreasing to 4.7 percent from 2027 to 2028 and 
all future years. 


The discount rate assumptions used to determine the pension and 
OPEB obligations for all periods presented were primarily based on 
hypothetical AA yield curves represented by a series of annualized 
individual discount rates. These discount rates represent the rates 
at which the company’s benefit obligations could effectively be 
settled at the October 3] measurement dates. 


Fair value measurement levels in the following tables are defined in 
Note 26. 


The fair values of the pension plan assets at November 1, 2020 
follow in millions of dollars: 


Total Levell Level 2 


Cash and short-term investments.............-. S 309S 276S © 33 
Equity: 

U.S. COUILY SCCUMTIOS svcacssscesacsaanrsersccaasta 1184 = 1,135 49 

International equity securities.............. 94/ 937 10 
Fixed Income: 

Government and agency securities ....... 1,133 824 309 

Corporate debt securities ............. 3,534 3,534 

Mortgage-backed securities.................. 136 136 
RACE asl 2) 6: ae enn een eee eee 49 48 | 
Derivative contracts — assets” .........eeee 94 Z i 
Derivative contracts — liabilities** .............. (79) = (43) (36) 
Receivables, payables, and other ................ (163) (184) 21 
Securities lending collateral .......0.0. ee 449 90 Bie, 
Securities lending liability........0..00.. eee (449) (90) (359) 
Securities Sold SHOrt ........cccccceeeeseeseeeeteees (149) (144) (5) 


Total of Level 1 and Level 2 assets......... 














Investments at net asset value: 


Short-term investments .....00000.. eee 510 
U.S. equity FUNS o.oo. ee eeeeeeeeeteeteeeeee 1,246 
International equity funds... 674 
Fixed income funds.........cccceeceseeeeeeeneeeeees 1,321 
Fe Years eccnaceseeeccececnscercccaaca: 618 
icicle cai (hice eee eee eee eee eee 750 
Private equity/venture capital................. 2,038 
Other investments .......ccceeeeceeeeseeeeeeeeeees 422 

Total net aSsets...........ccccccccseseceseeeeeeseees S 14,574 


* Includes contracts for interest rates of $67 million, foreign currency of $25 


million, and other of $2 million. 
Includes contracts for equity of $30 million, foreign currency of $24 million, 
interest rates of $23 million, and other of $2 million. 


kk 
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The fair values of the health care assets at November 1, 2020 
follow in millions of dollars: 


Total Levell Level 2 


Cash and short-term investments..............- S 17S WW 
Equity: 
U.S. equity securities and funds............ 34 33S 1 
International equity securities............... 10 10 
Fixed Income: 
Government and agency securities ....... 180 168 12 
Corporate debt securities ...............005 66 66 
Mortgage-backed securities...............4. 13 13 
CTY ec pare eeetac sce ceeseeepates nner aces opcaesesncacacensea: (1) (1) 
Securities lending collateral .........0.0.cee 49 8 4] 
Securities lending liability... (49) (8) (41) 
Securities sold ShOrt.........ccccceeeeseeseeetee (3) (3) 








Total of Level] and Level 2 assets......... 416 S$ 324 S$ 92 














Investments at net asset value: 


Short-term investments .........:::ccee S, 
SCG TUNES accede deecacclaraecaraielercnstes 539 
International equity funds............ eee 320 
Fixed income funds ............cceeeeeeeeeeeeeeees 185 
PCC GUNG scce seres ce ceteaeesenactease cee: 12 
Private equity/venture capital..........0...... 25 
Other investments..........::cceceeeeeeeeee 12 

Total net assets .........ccccccccccceceeeseeeeeeeee. S 1,518 


The fair values of the pension plan assets at November 3, 2019 
follow in millions of dollars: 


Total Levell Level 2 


Cash and short-term investments............+.. S 5878S 353 S 234 
Equity: 

U.S. QQUITY SECUTITICS .......::.:ceceeeeeeeeneees 1,192 = 1,156 36 

International equity securities............... 98] 974 7 
Fixed Income: 

Government and agency securities ....... L257 970 28/7 

Corporate debt securities ............0..0. 2,416 1} 2,415 

Mortgage-backed securities.............0. 90 90 
BS Il SS Ee wih i derecericlenetssi eerie emeaneastoeneacaciens 69 63 6 
Derivative contracts — assets”... 208 17 19] 
Derivative contracts — liabilities** .............. (47) (13) (34) 
Receivables, payables, and other................ (106) = (107) 1 
Securities lending collateral .......0.....c 476 476 
Securities lending liability.......0.000... (476) (476) 
Securities Sold ShOrt..........ccccceeseeeeeenee (279) (275) (4) 








Total of Level 1 and Level 2 assets......... 6,368 S 3,139 S$ 3,229 














Investments at net asset value: 


Short-term investments ...........c eee. 398 
U.S. equity FUNS oo... ee eeeeeeeteteeeeee 1,250 
International equity funds............ ee 764 
Fixed income funds .........ceeeeeeeeeeeeeeeeeeeees 1,529 
Real estate oo... eecceessssceeeeeessneeeeeeeenaes 648 
PCI GUNG eee sees cases teceaesenccueae: 679 
Private equity/venture capital................. 1,913 
Other investmMents..........cceeeeceeeeeeeeteeeeeees 475 

Total net assets .......0..cccccccccssceseeseeeeeeee. S 14,024 


Includes contracts for interest rates of $171 million, foreign currency of $20 
million, equity of $10 million, and other of $7 million. 

Includes contracts for foreign currency of $26 million, interest rates of $20 
million, and other of $1 million. 


kk 


The fair values of the health care assets at November 3, 2019 follow 
in millions of dollars: 


Total Levell Level 2 




















Cash and short-term investments.............:. S BI-S. FS 4 
Equity: 
U.S. equity securities and funds............ 4] 4] 
International equity securities............... : 9 
Fixed Income: 
Government and agency securities ....... M2 10] ii 
Corporate debt securities ............00 43 43 
Mortgage-backed securities................ 15 15 
(GIO ae chamesesne setae chaeee-cpsamapasananapacasioapaniosier (2) 2 
Securities lending collateral ........0.....eee 20 20 
Securities lending liability......0.00.. ee (20) (20) 
Securities Sold SHOrt ........ccceececeeeeeseeeteees (4) (4) 
Total of Level] and Level 2 assets......... 297 § 222 S$ 75 
Investments at net asset value: 
Short-term investments .........::cceeee 4 
CS CUP TUES he nacidaesenastareneceaeasects 311 
International equity funds............ ee 197 
Fixed income funds ..........cccceeeeeeeeeee 84 
PRCCIG/@ WIGS. jen. scanasse nt ccecaseceasceeedeene, 9 
Private equity/venture capital..............0.. 22 
Other investment ..........:: cece 12 
Total net aSsets.........c.cccccccceessceseeeeeeseees S 936 


Investments at net asset value in the preceding tables are 
measured at fair value using the net asset value per share practical 
expedient, and therefore, are not classified in the fair value 
hierarchy. 


Fair values are determined as follows: 


Cash and Short-Term Investments — Include accounts that are 
valued based on the account value, which approximates fair value, 
and investment funds that are valued based on a constant fund net 
asset value (NAV) using the NAV per share practical expedient or on 
the fund's NAV based on the fair value of the underlying securities. 
Also included are securities that are valued using a market 
approach (matrix pricing model) in which all significant inputs are 
observable or can be derived from or corroborated by observable 
market data. 


Equity Securities, Equity Funds, and Other Funds - The values are 
determined by closing prices in the active market in which the 
equity investment trades, or the fund’s NAV, based on the fair value 
of the underlying securities. 


Fixed Income Securities and Funds — The securities are valued using 
either a market approach (matrix pricing model) in which all 
significant inputs are observable or can be derived from or 
corroborated by observable market data such as interest rates, 
yield curves, volatilities, credit risk, and prepayment speeds, or 
they are valued using the closing prices in the active market in 
which the fixed income investment trades. Fixed income funds are 
valued using the fund’s NAV, based on the fair value of the 
underlying securities. 


Real Estate, Venture Capital, Private Equity, and Hedge Funds - The 
investments that are structured as limited partnerships are valued 





at estimated fair value based on their proportionate share of the 
limited partnership's fair value that is determined by the respective 
general partner. These investments are valued using a combination 
of NAV, an income approach (primarily estimated cash flows 
discounted over the expected holding period), or market approach 
(primarily the valuation of similar securities and properties). Real 
estate investment trusts are primarily valued at the closing prices in 
the active markets in which the investment trades. 


Derivative Instruments — The derivatives are valued using either an 
income approach (discounted cash flow) using market observable 
inputs, including swap curves and both forward and spot exchange 
rates, or amarket approach (closing prices in the active market in 
which the derivative instrument trades). 


The primary investment objective for the pension and health care 
plans assets is to maximize the growth of these assets to support 
the projected obligations to the beneficiaries over along period of 
time, and to do so in a manner that is consistent with the 
company’s risk tolerance. The asset allocation policy is the most 
important decision in managing the assets and it is reviewed 
regularly. The asset allocation policy considers the company’s long- 
term asset class risk/return expectations for each plan since the 
obligations are long-term in nature. The current target allocations 
for pension assets are approximately 32 percent for equities, 46 
percent for debt, 4 percent for real estate, and 18 percent for other 
investments. The target allocations for health care assets are 
approximately 61 percent for equities, 34 percent for debt, and 5 
percent for other investments. The allocation percentages above 
include the effects of combining derivatives with other 
investments to manage asset allocations and exposures to interest 
rates and foreign currency exchange. The assets are well diversified 
and are managed by professional investment firms as well as by 
investment professionals who are company employees. As a result 
of the company’s diversified investment policy, there were no 
significant concentrations of risk. 


The expected long-term rate of return on plan assets reflects 
management's expectations of long-term average rates of return 
on funds invested to provide for benefits included in the projected 
benefit obligations. A market related value of plan assets is used to 
calculate the expected return on assets. The market related value 
recognizes changes in the fair value of pension plan assets 
systematically over a five-year period. The market related value of 
the health care plan assets equals fair value. The expected return is 
based on the outlook for inflation and for returns in multiple asset 
classes, while also considering historical returns, asset allocation, 
and investment strategy. The company’s approach has emphasized 
the long-term nature of the return estimate such that the return 
assumption is not changed significantly unless there are 
fundamental changes in capital markets that affect the company’s 
expectations for returns over an extended period of time (i.e., 10 to 
20 years). The average annual return of the company’s U.S. 
pension fund was approximately 9.2 percent during the past ten 
years and approximately 7.2 percent during the past 20 years. Since 
return premiums over inflation and total returns for major asset 
classes vary widely even over ten-year periods, recent history is not 


necessarily indicative of long-term future expected returns. The 
company’s systematic methodology for determining the long-term 
rate of return for the company’s investment strategies supports its 
long-term expected return assumptions. 


The company has created certain Voluntary Employees’ Beneficiary 
Association trusts (VEBAs) for the funding of postretirement 
health care benefits. The future expected asset returns for these 
VEBAs are lower than the expected return on the other pension 
and health care plan assets due to investment in a higher 
proportion of liquid securities. These assets are in addition to the 
other postretirement health care plan assets that have been 
funded under Section 401(h) of the U.S. Internal Revenue Code and 
maintained in a separate account in the company’s pension plan 
ECUSL. 


The company has defined contribution plans related to employee 
investment and savings plans primarily in the U.S. The company’s 
contributions and costs under these plans were $160 million in 
2020, $192 million in 2019, and $206 million in 2018. The 
contribution rate varies primarily based on the company’s 
performance in the prior year and employee participation in the 
plans. 


9. INCOME TAXES 


The provision for income taxes by taxing jurisdiction and by 
significant component consisted of the following in millions of 
dollars: 





2020 2019 2018 



































Current: 

US: 
Federal .......c.ccsccesccssssccseceseseseseseseeneeers S 400 S$ 545 S (268) 
SUPE a. iawacssctauscambonweceisaietcsessumbcnmecnencues 53 72 123 
Fe taser sesree aia sence enectean via emeisetinns 640 700 392 
Total Current.........eceeceeeceeeeeeeeeeees 1,093 1,317 24/7 

Deferred: 

US: 
ose) eee ee eee teen eee (68) (345) = 1,233 
State oo. cecccceccesceceesestesseseetesterserestereeres 9 (26) (40) 
FOP@IQN 0... .eeeeeeeeeeececeeeeeeeeeeteeetteeeteeetees 48 (94) 287 
Wtal Ger etree) 22th onic cesenactocn (11) (465) 1,480 
Provision for income taxe@S...............cc0000-. $1,082 S$ 852 S 1,727 











Based upon the location of the company’s operations, the 
consolidated income before income taxes in the U.S. in 2020, 2019, 
and 2018 was $2,082 million, $2,166 million, and $2,275 million, 
respectively, and in foreign countries was $1,801 million, $1,922 
million, and $1,796 million, respectively. Certain foreign operations 
are branches or partnerships of Deere & Company and are subject 
to U.S. as well as foreign income tax regulations. The pretax 
income by location and the preceding analysis of the income tax 
provision by taxing jurisdiction are not directly related. 


On December 22, 2017, the U.S. government enacted tax reform. 
The primary provisions of tax reform affecting the company in 
2018 were a reduction to the corporate income tax rate from 35 
percent to 21 percent and a transition from a worldwide corporate 
tax system to a primarily territorial tax system. The reduction in 
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the corporate income tax rate required the company to remeasure 
its U.S. net deferred tax assets to the new corporate tax rate and 
the transition to a territorial tax system required payment of a 
one-time tax on the deemed repatriation of undistributed and 
previously untaxed non-U.S. earnings (repatriation tax). The 
repatriation tax was paid in 2019. The company’s U.S. statutory 
corporate income tax rate was 21 percent for 2020 and 2019, and 
approximately 23.3 percent for 2018. 


Beginning in 2019, the company was subject to additional 
provisions of the U.S. tax reform legislation. The main provisions 
of tax reform affecting the company beginning in 2019 include a 
tax on global intangible low-taxed income (GILTI), a tax 
determined by base erosion and anti-abuse tax benefits (BEAT) for 
certain payments between a U.S. corporation and foreign 
subsidiaries, a limitation on the deductibility of certain executive 
compensation, a deduction for foreign derived intangible income 
(FDII), and interest expense limitations. The combined effects of 
these provisions did not have a significant effect on the 2020 or 
2019 provision for income taxes. 


In 2019 and 2018, the company recorded discrete tax adjustments 
related to the remeasurement of the company’s net deferred tax 
assets to the new corporate income tax rate and for the 
repatriation tax. The income tax expense (benefit) for the net 
deferred tax asset remeasurement and the repatriation tax 
adjustments in millions of dollars follow: 


Equipment Financial 
Operations Services Total 


2019 

Net deferred tax asset remeasurement.... $ 1S 5S 6 
Deemed earnings repatriation tax............ (66) (8) (74) 
Total discrete tax expense (benefit)...... S (65) S$ (3) (68) 
2018 

Net deferred tax asset remeasurement.... S 768 S (354)S 414 
Deemed earnings repatriation tax............ 27] 13 290) 


Total discrete tax expense (benefit)...... S 1045 S_ (341) 704 


Included in the equipment operations’ repatriation tax amount was 
an accrual of approximately $63 million for 2018, which was 
reduced to $31 million for 2019 for foreign withholding taxes on 
earnings of subsidiaries outside the U.S. The repatriation tax 
expense is based on interpretations of existing laws, regulations, 
and certain assumptions. The company continues to analyze the 
repatriation tax provisions, and monitor legislative and regulatory 
developments. 





A comparison of the statutory and effective income tax provision 
and reasons for related differences in millions of dollars follow: 


2020 2019 2018 
U.S. federal income tax provision at the U.S. 
statutory rate (2020 and 2019 - 21 
percent, 2018 — 23.3 percent) .................. 
Increase (decrease) resulting from: 


S 815 $ 859 $ 950 


Net deferred tax asset remeasurement........ 6 414 
Deemed earnings repatriation tax.........0...... (74) 290 
Effects of GILT] and FDI ......ecccceceeceeeeeeeeees 39 (33) 
Other effects of tax reform... 42 
Differences in taxability of foreign earnings 38 (94) (92) 
Valuation allowance on deferred taxes........ 139 28 50 
Research and business tax credits.........00.... (50) (85) (43) 
State and local income taxes, net of federal 

income tax benefit .....0.eeeeeeeeeeeseeeeeeneees 59 47 59 
Excess tax benefits on equity compensation (87) (40) (49) 
Tax rates on foreign earningS...........ee 68 183 a4 
Unrecognized tax benefits ............. cee (32) (28) 30 
Other—et ..........ceceeeeeseessscecceeeeesssneceeeeeessaes 93 83 32 











Provision for income tax@S..............cccceceeeeees 




















At November 1, 2020, accumulated earnings in certain subsidiaries 
outside the U.S. totaled $2,579 million, of which a portion were 
subject to the repatriation tax in 2018 and are not subject to 
additional U.S. income tax. A provision for foreign withholding 
taxes has not been made since these earnings are expected to 
remain indefinitely reinvested outside the U.S. Determination of 
the amount of a foreign withholding tax liability on these 
unremitted earnings is not practicable. 


Deferred income taxes arise because there are certain items that 
are treated differently for financial accounting than for income tax 
reporting purposes. An analysis of the deferred income tax assets 
and liabilities at November 1, 2020 and November 3, 2019 in millions 
of dollars follows: 


2020 2019 
Deferred Deferred Deferred Deferred 
Tax Tax Tax Tax 
Assets Liabilities Assets Liabilities 
OPEB liabilities .......... S 804 S 1,015 
Lessor lease transactions .... S 489 S 599 
Tax loss and tax credit 
carryforwards..........06. O37 78 
Accrual for sales allowances 362 518 
Tax over book depreciation 196 339 
Goodwill and other 
intangible assets ............ 368 378 
Pension liability — net........ 316 186 
Allowance for credit losses 8] 70 
Accrual for employee benefits 249 207 
Share-based compensation 4] 68 
Deferred compensation .... 40 39 
Lessee lease transactions .... 56 56 
Other items... eee. 366 305 375 3]] 
Less valuation allowances (858) (661) 
Deferred income tax assets 
and liabilities .......000.000.. S 2394S 1,414$ 2,598 S$ 1,627 





Deere & Company files a consolidated federal income tax return in 
the U.S., which includes the wholly-owned financial services 
subsidiaries. These subsidiaries account for income taxes generally 
as if they filed separate income tax returns, with a modification for 
realizability of certain tax benefits. 


At November 1, 2020, tax loss and tax credit carryforwards of $937 
million were available with $446 million expiring from 2021 through 
2040 and $491 million with an indefinite carryforward period. 


A reconciliation of the total amounts of unrecognized tax benefits 
at November 1, 2020, November 3, 2019, and October 28, 2018 in 


millions of dollars follows: 


2020 2019 2018 

Beginning of year balance..............ccccceeee S$ 553 $ 279 S$ 221 
Increases to tax positions taken during the 

Uy ont: areca cee tee ere ert renee 63 30 36 
Increases to tax positions taken during prior years S) 33% 62 
Decreases to tax positions taken during prior years (30) (30) = (39) 
Decreases due to lapse of statute of limitations....... (9) (6) (15) 
PC CUISIEIOUIG  ssosnureaissasciernewseanesiesrninaaesernenttinsenmctse 3] 
Settle Ment oo. cccccccccccecsecsecsecsececstcsecseeseeseees (1) (75) (5) 
Foreign xchange ..........ceccccececeeseceeseeeeeeeeeeeeeeeees (3) (2) (12) 
End of year balance .............ccccccceeseeeteteseeee $668 $ 553 $ 279 


* See Note 4. 


The amount of unrecognized tax benefits at November 1, 2020 and 


November 3, 2019 that would affect the effective tax rate if the tax 
benefits were recognized was $134 million and $153 million, 
respectively. The increase during 2019 primarily relates to the 
interpretation of a repatriation tax regulation for companies that 
do not have a calendar fiscal year end. The increase was partially 
offset by the settlement of U.S. income tax positions related to the 
2008 through 2014 tax years. The remaining liability was related to 
tax positions for which there are offsetting tax receivables, or the 
uncertainty was only related to timing. The company expects that 
any reasonably possible change in the amounts of unrecognized 
tax benefits in the next twelve months would not be significant. 


The company files its tax returns according to the tax laws of the 
jurisdictions in which it operates, which includes the U.S. federal 
jurisdiction and various state and foreign jurisdictions. The U.S. 
Internal Revenue Service (IRS) has completed the examination of 
the company’s federal income tax returns for periods prior to 2015. 
The years 2015, 2016, and 2017 federal income tax return are 
currently under examination. Various state and foreign income tax 
returns, including major tax jurisdictions in Argentina, Australia, 
Brazil, Canada, China, Finland, France, Germany, India, Mexico, 
Russia, Singapore, and Spain also remain subject to examination by 
taxing authorities. 


The company’s policy is to recognize interest related to income 
taxes in interest expense and interest income and recognize 
penalties in selling, administrative and general expenses. During 
2020, interest and penalties previously recorded were reversed 
when tax positions were effectively settled resulting in a $3 million 
net benefit. During 2019 and 2018, the total amount of expense 
from interest and penalties was $13 million and $23 million. The 
interest income in 2020, 2019, and 2018 was $11 million, $25 


million, and $12 million, respectively. At November 1, 2020 and 
November 3, 2019, the liability for accrued interest and penalties 
totaled $72 million and $76 million, respectively, and the 
receivable for interest was $6 million and $4 million, respectively. 


10. OTHER INCOME AND OTHER OPERATING EXPENSES 


The major components of other income and other operating 
expenses consisted of the following in millions of dollars: 














2020 2019 2018 
Other income 
Revenues from ServiCeS........c.ccecccceeeeeeseeeees S 314 S$ 348 S$ 347 
Insurance premiums and fees earned”........ 223 214 21/ 
Investment INCOME... cece 26 25 14 
Other ooo eee ceeeeseeeeeseesseeeeeesenstteeeeeeeennes 255 292 372 
WG ee eect S 818 S$ 879 5 900 


Other operating expenses 
Depreciation of equipment on operating leases..... $ 1,083 $ 981 $ 928 











Insurance claims and expenses™.............0 23] 210 75 
OS OO FC CS a casostescenucteciteodpacnesoaceecsbonnes 188 228 211 
Operating lease residual losses and impairments DZ 159 26 
Pension and OPEB (benefit) cost, excluding 
service cost COMponent...........::ceeeeee (31) (67) 15 
Other oo. ceceececeeeeeeeeeeeeeeeeeeetteeetteeetae 89 67 Aa 
TRA ce seater ea cs eceseenaccec cea pases ueaneceeeae S 1,612 $1,578 $1,399 




















Primarily related to extended warranties (see Note 21). 


T]. UNCONSOLIDATED AFFILIATED COMPANIES 


Unconsolidated affiliated companies are companies in which 
Deere & Company generally owns 20 percent to 50 percent of the 
outstanding voting shares. Deere & Company does not control 
these companies and accounts for its investments in them on the 
equity basis. The investments in these companies primarily consist 
of Bell Equipment Limited (31 percent ownership), Deere-Hitachi 
Construction Machinery Corporation (50 percent ownership), and 
Deere-Hitachi Maquinas de Construcao do Brasil S.A. (50 percent 
ownership). The unconsolidated affiliated companies primarily 
manufacture or market equipment. Deere & Company's share of 
the income or loss of these companies is reported in the 
consolidated income statement under “Equity in income (loss) of 
unconsolidated affiliates.” In 2020, the company recorded 
impairments on certain of these unconsolidated affiliates. The 
impairments were the result of an other-than-temporary decline in 
value (see Note 5). The investment in these companies is reported 
in the consolidated balance sheet under “Investments in 
unconsolidated affiliates.” 


Combined financial information of the unconsolidated affiliated 
companies in millions of dollars follows: 


Operations 2020 2019 2018 

DE persia oonccinnaocnctenaeasenaoncundenemnpaenase S. 1,793. S 2483S 2313 
Net INCOME 0.0... eeeeeeeeeeeeeeteeeteeeteee 7 50 9 
Deere & Company's equity in net income (loss) (48) 21 27 
Financial Position 2020 Z0I9 

WS SS serge css ecec see ssc secceccecaeecectisescnseneeeoennee S 1,541 S 1,694 
TOtal CXtet al DOLO WINGS -xzcccacecencsonsenuzcecnacusensaace 540 488 
Total net aSSets oo... cecccceccecseessecseecseesseesseeeesseens ayia’ 563 
Deere & Company's share of the net assets................ 193 215 


55 


56 





Consolidated retained earnings at November 1, 2020 include 
undistributed earnings of the unconsolidated affiliates of $138 
million. Dividends from unconsolidated affiliates were none in 
2020, $30 million in 2019, and $12 million in 2018. 


In the ordinary course of business, the company purchases and 
sells components and finished goods to the unconsolidated 
affiliated companies. Transactions with unconsolidated affiliated 
companies reported in the statement of consolidated income in 
millions of dollars follow: 


2020 2019 2018 
81S 143 S$ 16l 
1,288 |o3/ 1,682 


NGF SANS .cscidecscdcvnscvaddenodacdevigcveddcnossedesnedes S 
FPPC ES 6S sarcddaiecdedcnisteedlaiechalincdluinsdansetdnes 


12. MARKETABLE SECURITIES 


All marketable securities are classified as available-for-sale. Prior to 


2019, all unrealized gains and losses on marketable securities were 
shown as a component of stockholders’ equity. Beginning in 2019 
with the adoption of ASU No. 2016-01, unrealized gains and losses 
on equity securities are shown as a component of net income. 
Realized gains or losses from the sales of marketable securities are 
based on the specific identification method. 


The amortized cost and fair value of marketable securities at 
November 1, 2020 and November 3, 2019 in millions of dollars 
follow: 




















Gross Gross 
Amortized Unrealized Unrealized — Fair 
Cost Gains Losses Value 

2020 
U.S. equity fund we, S 62 
International equity securities _ &£ 
Total equity securities... 64 
U.S. government 

debt securities ..........0....- s 159 S 10 §$ 1 168 
Municipal debt securities... 63 5 68 
Corporate debt securities .... 173 15 188 
International debt securities ) 3 6 
Mortgage-backed securities* 140 7 147 
Total debt securities........ S 544 $ 37S 4 577 
Marketable securities...... S 641 
2019 
EGU PU cccssccssarscesscacts S59 
Total equity securities... 59 
U.S. government 

debt securities ............. S 128 S$ AS 1 13] 
Municipal debt securities =f 3 60 
Corporate debt securities 157 8 165 
International debt securities g 3 6 
Mortgage-backed securities* 155 5 160 
Total debt securities........ S 506 S$ 20 $ 4 522 
Marketable securities...... S581 








* Primarily issued by U.S. government sponsored enterprises. 


Equity Securities 

Proceeds and realized gains on equity securities sold during 2020, 
2019, and 2018 were not material. Unrealized gains on equity 
securities during 2020 and 2019 in millions of dollars follow: 


2020 2019 
Net gain recognized on equity securities........... S Bs 7 
Less: Net gain on equity securities sold........... | 
Unrealized gains on equity securities............... S 7 7 
Debt Securities 


The contractual maturities of debt securities at November 1, 2020 
in millions of dollars follow: 


Amortized Fair 

Cost Value 
Due in one year OF l@SS.......ccccccecesccccecetetetetseeen S 8 § 18 
Due after one through five years ...........::ee 90 94 
Due after five through 10 years .........0.::eeeeeeee 113 121 
Due after 10 years... eeeccceseeeeeseeeeteeeeeeeee 183 197 
Mortgage-backed securities ............::::ceeeeee 140 147 
Debt S@CUFItIES .........ccccccccccccccccccccscecseessecssecseees S 544 577 


Actual maturities may differ from contractual maturities because 
some securities may be called or prepaid. Because of the potential 
for prepayment on mortgage-backed securities, they are not 
categorized by contractual maturity. Proceeds from the sales of 
debt securities were $28 million in 2020, $31 million in 2019, and 
$40 million in 2018. Realized gains, realized losses, the increase 
(decrease) in net unrealized gains or losses, and unrealized losses 
that have been continuous for over twelve months were not 
significant in 2020, 2019, and 2018. Unrealized losses at November 
1, 2020 and November 3, 2019 were not recognized in income due 
to the ability and intent to hold to maturity. There were no 
significant impairment write-downs in the periods reported. 


13. RECEIVABLES 


Trade Accounts and Notes Receivable 
Trade accounts and notes receivable at November 1, 2020 and 
November 3, 2019 in millions of dollars follows: 


2020 2019 
Trade accounts and notes: 
AGIICUIEUPS SO TUE cscetecccttectensntnadsnsinarsnache S 2,881 S$ 3,224 
Construction and forestry .........:eeeeee 1290 2,006 
Trade accounts and notes receivable — net............ S 4171 S 5,230 


The allowance for credit losses on trade accounts and notes 
receivable at November 1, 2020, November 3, 2019, and October 28, 
2018, as well as the related activity, in millions of dollars follow: 


2020 2019 2018 
Beginning of year balance......... S 2 Ss 70 S$ 56 
PIS WOM irae de soeeseceneneaconmetaues: 8 36 
WEEOSOFFS scceciccclichccetducheeetbaetese (23) (14) (16) 
RECOVETIES .......cccceeeeeseeeeeeeeeeeeeens | 4 
Translation adjustments............ (11) A (6) 
End of year balance ............0000- S 39: SS 72> S$ 70 





The equipment operations sell a significant portion of their trade 
receivables to financial services and provide compensation to 
these operations at approximate market rates of interest. 


Trade accounts and notes receivable primarily arise from sales of 
goods to independent dealers. Under the terms of the sales to 
dealers, interest is primarily charged to dealers on outstanding 
balances, from the earlier of the date when goods are sold to retail 
customers by the dealer or the expiration of certain interest-free 
periods granted at the time of the sale to the dealer, until payment 
is received by the company. Dealers cannot cancel purchases after 
the company recognizes a sale and are responsible for payment 
even if the equipment is not sold to retail customers. The interest- 
free periods are determined based on the type of equipment sold 
and the time of year of the sale. These periods range from one to 
twelve months for most equipment. Interest-free periods may not 
be extended. Interest charged may not be forgiven and the past 
due interest rates exceed market rates. The company evaluates and 
assesses dealers on an ongoing basis as to their creditworthiness 
and generally secures the receivables by retaining a security 
interest in the goods associated with the trade receivables or with 
other financial instruments. In certain jurisdictions, the company is 
obligated to repurchase goods sold to a dealer upon cancellation 
or termination of the dealer's contract for such causes as change in 
ownership and closeout of the business. 


During 2020, the company provided short-term payment relief on 
trade accounts and notes receivables to independent dealers and 
certain other customers (customers) that were negatively affected 
by the economic effects of COVID. The relief was provided both in 
regional programs and case-by-case situations with creditworthy 
customers. This relief generally included payment deferrals not 
exceeding three months, extending interest-free periods for up to 
an additional three months with the total interest-free period not to 
exceed one year, or reducing interest rates for a maximum of three 
months. The trade receivable balance granted relief that remained 
outstanding at November 1, 2020 was $75 million, or approximately 
2 percent of the trade receivable portfolio. These actions were taken 
in response to the economic effects of COVID on customers. 
Outside of these actions, the company is not modifying its normal 
sales terms with customers that are outlined in Note 2. 


For customers who obtained payment relief, subsequent sales 
transactions are evaluated to confirm the revenue recognition 
criteria are met, including the sales price is determinable and 
collectability of the payments is probable based on the terms 
outlined in the contract. 


Trade accounts and notes receivable include receivables from sales 
to certain retail customers with payment terms less than twelve 
months. The customer cannot cancel purchases or return the 
equipment after delivery. The company evaluates and assesses 
retail customers at the time of purchase as to their 
creditworthiness and generally retains a security interest in the 
goods associated with the receivables. 


Trade accounts and notes receivable have significant 
concentrations of credit risk in the agriculture and turf sector and 


construction and forestry sector as shown in the previous table. On 
a geographic basis, there is not a disproportionate concentration 
of credit risk in any area. 


Financing Receivables 
Financing receivables at November 1, 2020 and November 3, 2019 
in millions of dollars follow: 


2020 2019 
Unrestricted/Securitized Unrestricted/Securitized 
Retail notes: 
Agriculture and turf ........... S 17,780 S$ 4134S 16,712 S 3,799 
Construction and forestry .... 3,029 680 3,134 69/7 
Total... cece 21,409 4814 19,846 4,496 
Wholesale notes............... 3,547 4,645 
Revolving charge accounts ...... 3,962 4,004 
Financing leases (direct 
and sales-type)...........04. 2,364 2,263 
Total financing receivables... 31,282 4814  30,/58 4,496 
Less: 
Unearned finance income: 
Retail notes............0. 1,066 98 1,141 10] 
Wholesale notes .......... 18 i] 
Revolving charge accounts 60 6] 
Financing leases............. 21/ 212 
Total oo... cee 1,361 98 1,425 10] 
Allowance for credit losses ... 17] 13 138 12 


Financing receivables — net.... $ 29,750 $ 4,703 S 29,195 S$ 4,383 


Financing receivables have significant concentrations of credit risk 
in the agriculture and turf sector and construction and forestry 
sector as shown in the previous table. On a geographic basis, there 
is not a disproportionate concentration of credit risk in any area. 
The company generally retains as collateral a security interest in 
the equipment associated with retail notes, wholesale notes, and 
financing leases. 


Financing receivables at November 1, 2020 and November 3, 2019 
related to the company’s sales of equipment that were included in 
the table above consisted of the following in millions of dollars: 


2020 2019 


Unrestricted/Securitized Unrestricted/Securitized 


Retail notes”: 


Agriculture and turf............. S 1,971 S 2,164 
Construction and forestry... 335 S$ 27 374 § 45 
[1s | Pree ee eee meee 2,306 Zi =. 2,538 45 
Wholesale notes... 3:54] 4,645 
Sales-type leases ...........00 1,045 1,064 
WTA encect late scectcsnenenncsnes 6,898 27. ‘8247 45 
Less: 
Unearned finance income: 
Retail notes... ee. 178 242 
Wholesale notes .........0... 18 ll 
Sales-type leases............. 82 83 
| ke) <a eer nares 218 336 


Financing receivables related 
to the company’s sales of 


equipment.............00c S$ 6,620 $ 27 S_ 7,911 $ AS 


* These retail notes generally arise from sales of equipment by company-owned 
dealers or through direct sales. 
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Financing receivable installments, including unearned finance 
income, at November 1, 2020 and November 3, 2019 were 
scheduled as follows in millions of dollars: 


2020 2019 
Unrestricted/Securitized  Unrestricted/Securitized 


Due in months: 


eZ nase eeeees eee aes S 14,983 S 1,971 S 16,174 S 2,067 
13 24s cccesccneneadecnetensocnione 6,180 1,354 5,639 1,214 
2D O vercecatcendsasctendeertteas 4,556 889 4,133 Tid 
37 — 4B oe eeccceeeseneeeesseeees 3,145 460 2459 369 
a) ee 1,794 129 1,555 67 
Thereafter... 624 ii 498 2 
WQS Al ee teectepceanscesasassterceestenes S 31282 S$ 4,814 S 30,758 S$ 4,496 


The maximum terms for retail notes are generally seven years for 
agriculture and turf equipment, and five years for construction and 
forestry equipment. The maximum term for financing leases is 
generally seven years. The average term for wholesale notes is less 
than twelve months. 


Past due balances of financing receivables still accruing finance 
income represent the total balance held (principal plus accrued 
interest) with any payment amounts 30 days or more past the 
contractual payment due date. Non-performing financing 
receivables represent loans for which the company has ceased 
accruing finance income. The company ceases accruing finance 
income when these receivables are generally 90 days delinquent. 
Generally, when receivables are 120 days delinquent the estimated 
uncollectible amount, after charging the dealer’s deposit account, 
if any, is written off to the allowance for credit losses. Finance 
income for non-performing receivables is recognized ona cash 
basis. Accrual of finance income is generally resumed when the 
receivable becomes contractually current and collections are 
reasonably assured. 


Due to the significant, negative effects of COVID on dealers and 
retail customers, the company provided short-term payment relief 
to dealers and retail customers on financing receivables, which 
includes retail notes, wholesale notes, revolving charge accounts, 
and sales-type and direct financing leases. The relief was provided 
in regional programs and case-by-case situations with customers 
that were generally current in their payment obligations. This relief 
generally included payment deferrals or reduced financing rates of 
three months or less. The balance of financing receivables granted 
relief was approximately 4 percent of the total financing receivable 
balance at November 1, 2020. The delinquency status of receivables 
granted relief is based on the modified payment schedule. 





An age analysis of past due financing receivables that are still 

accruing interest and non-performing financing receivables at 
November 1, 2020 and November 3, 2019 follows in millions of 
dollars: 


30-59 60-89 90Days 
Days Days  orGreater Total 
PastDue PastDue PastDue Past Due 
2020 
Retail Notes: 
Agriculture and turf....... S 122 § 59 S 18] 
Construction and forestry 89 48S 14 15] 
Other: 
Agriculture and turf....... 26 g 2 37 
Construction and forestry 24 8 a2 
Total.......0. cece S 261 $ 124 $ 16 $ 40] 
Total Total 
Total Non- Financing 
Past Due Performing Current Receivables 
Retail Notes: 
Agriculture and turf... S 181 S 242 S 20,454 S 20,877 
Construction and forestry 15] 86 3,945 4182 
Other: 
Agriculture and turf...... 37 74 7,940 8,051 
Construction and forestry a7 2| 1,474 1,527 
WO Gall sscussesescsescscanse S 401 $ 423 S 33,813 34,637 
Less allowance for credit lOSS€S ........cceeeeeeeeeeeeeeteeteeteeeees 184 
Total financing receivables - net ...........0::cceeeceteeeeeeee S 34,453 
30-59 60-89 90Days 
Days Days  orGreater Total 
PastDue PastDue PastDue Past Due 
2019 
Retail Notes: 
Agriculture and turf........ S 138 S$ 73 $8 1S 212 
Construction and forestry 79 29 o M2 
Other: 
Agriculture and turf....... 39 iS, | 59 
Construction and forestry 26 iL a2 
WOU castaatsonhecapteatasapients S 282 $ 128 $ 6S 416 
Total Total 
Total Non- Financing 
Past Due Performing Current Receivables 
Retail Notes: 
Agriculture and turf...... S 22S 268 S 18,931 S 19,41] 
Construction and forestry M2 127 3,450 3,689 
Other: 
Agriculture and turf...... Sg 28 8,986 9,073 
Construction and forestry 33 26 1,496 1,555 
TO scascdesctessseatoestas S 416 S 449 S$ 32,863 3320 
Less allowance for credit lOSSS ........cecceceeeeeeeteeteeteeeeeeees 150 
Total financing receivables - net ...........0.:cceeeeeeeeteeeee S. 33,578 





An analysis of the allowance for credit losses and investment in 
financing receivables follows in millions of dollars: 





























Revolving 
Retail © Charge 
Notes Accounts Other Total 

2020 

Allowance: 

Beginning of year balance... $ 89 S 40S 21S. 150 
PEOVISION sateicxcsanccnieacecs 69 26 15 110 
Write-of fS.....0.ccccecseeeee- (57) (53) (8) (118) 
Recoveries ...........ce 15 30 Z 4] 
Translation adjustments (7) 2 (5) 

End of year balance%............ S 109 §$ 43 S$ 32 S$ 184 

Financing receivables: 

End of year balance............. $25,059 S$ 3,902 $5,676 S$ 34,637 

Balance individually evaluated $ 137 S$ Ls dy 255 

2019 

Allowance: 

Beginning of year balance... S 13 S 43 S$ 22S 178 
Provision (credit) ............. (2) 29 8 35 
WTIWESOFT Saccnteocssseseedtnccsec: (40) (58) (7) (105) 
RECOVEFIES oo... eee 22 26 ] 49 
Translation adjustments.... (4) (3) (7) 

End of year balance®............. S 89 S 40 S$ 2] 150 

Financing receivables: 

End of year balance............... S 23,100 S 3,943 $6,685 S$ 33,728 

Balance individually evaluated $ 156 S 3B 169 

2018 

Allowance: 

Beginning of year balance... $ 121 S$ 40 S$ 26S 187 
PROVISION sscctexsstydtecesedtexd: 14 38 Z 54 
Write-of fs ooo. .ceceeeeeeeeeee. (33) (55) (6) (94) 
Recoveries... iF. ZU ] 38 
Translation adjustments (6) (1) (7) 

End of year balance%............. S 13. S$ 43 S$ 22S _ 178 

Financing receivables: 

End of year balance .............. S 21,624 S 3,862 $5,768 S$ 31,254 

Balance individually evaluated $ 122 $ 2 12 S$  3B6 





* Individual allowances were not significant. 


The negative economic effects related to COVID and other 
macroeconomic issues have significantly affected certain retail 
borrowers, particularly of construction equipment. 


Past-due amounts over 30 days represented 1.16 percent and 1.23 
percent of the receivables financed at November 1, 2020 and 
November 3, 2019, respectively. The allowance for credit losses 
represented .53 percent and .44 percent of financing receivables 
outstanding at November 1, 2020 and November 3, 2019, 
respectively. In addition, at November 1, 2020 and November 3, 
2019, the company’s financial services operations had $136 million 
and $152 million, respectively, of deposits primarily withheld from 
dealers and merchants available for potential credit losses. 


Financing receivables are considered impaired when it is probable 
the company will be unable to collect all amounts due according to 


the contractual terms. Receivables reviewed for impairment 
generally include those that are past due, have provided 
bankruptcy notification, or require significant collection efforts. 
Receivables that are impaired are generally classified as non- 
performing. 


An analysis of the impaired financing receivables at November |, 
2020 and November 3, 2019 follows in millions of dollars: 


Unpaid Average 
Recorded Principal Specific Recorded 
Investment Balance Allowance Investment 
2020" 
Receivables with 
specific allowance** $ 1B6 S$ B6 S$ 22.5 151 
Receivables without a 
specific allowance*** 36 34 40 
TOGA ccicisacdssiccvedcaasdsesisiee S 72S 170 $ 22S 19] 


Agriculture and turf $ 161 S 160 S$ 18 S$ 177 


Construction and 
FOreSHIY ween S ns 10 $ AS 14 


2019* 
Receivables with 

specific allowance*** $ 40 S$ 39 S BS 40 
Receivables without a 


specific allowance**” 32 3] 37 

| 0) :-| ne rer S 72. S 70S BS 7/ 

Agriculture and turf $ 49 S 48 S 8 S 52 
Construction and 

FOrOSHIY ...cecececeee S 22S 2S 5S 25 


Finance income recognized was not material. 
Primarily financing leases, wholesale receivables, and retail notes. 
*** Primarily retail notes. 


Kk 


A troubled debt restructuring is generally the modification of debt 


in which a creditor grants a concession it would not otherwise 
consider to a debtor that is experiencing financial difficulties. 
These modifications may include a reduction of the stated interest 
rate, an extension of the maturity dates, a reduction of the face 
amount or maturity amount of the debt, or a reduction of accrued 
interest. During 2020, 2019, and 2018, the company identified 574, 
522, and 587 receivable contracts, primarily wholesale receivables 
in Argentina, as troubled debt restructurings with aggregate 
balances of $108 million, $36 million, and $34 million pre- 
modification and $95 million, $35 million, and $34 million post- 
modification, respectively. In 2020 and 2019, there were no 
significant troubled debt restructurings that subsequently 
defaulted and were written off. At November 1, 2020, the company 
had commitments to lend approximately $10 million to borrowers 
whose accounts were modified in troubled debt restructurings. 


Other Receivables 
Other receivables at November 1, 2020 and November 3, 2019 
consisted of the following in millions of dollars: 


2020 2019 
Taxes receivable .......ccccccccccceecsceceeseeeseeesesseeeees S 931 S$ 1,231 
OD eactacedetecsecenterseceateceecacéecuecasteceecacteseetnctmened 289 256 
Other receivables .............cccccccccccceseecceeseeeseeeeees S 1220 S$ 1,487 
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14. SECURITIZATION OF FINANCING RECEIVABLES 


The company, as a part of its overall funding strategy, periodically 


transfers certain financing receivables (retail notes) into VIEs that 
are SPEs, or non-VIE banking operations, as part of its asset- 
backed securities programs (securitizations). The structure of 
these transactions is such that the transfer of the retail notes does 
not meet the accounting criteria for sales of receivables, and is, 
therefore, accounted for as a secured borrowing. SPEs utilized in 
securitizations of retail notes differ from other entities included in 
the company’s consolidated statements because the assets they 
hold are legally isolated. Use of the assets held by the SPEs or the 
non-VIEs is restricted by terms of the documents governing the 
securitization transactions. 


In these securitizations, the retail notes are transferred to certain 
SPEs or to non-VIE banking operations, which in turn issue debt to 
investors. The debt securities issued to the third-party investors 
result in secured borrowings, which are recorded as “Short-term 
securitization borrowings” on the balance sheet. The securitized 
retail notes are recorded as “Financing receivables securitized - 
net” on the balance sheet. The total restricted assets on the 
balance sheet related to these securitizations include the financing 
receivables securitized less an allowance for credit losses, and 
other assets primarily representing restricted cash. Restricted cash 
results from contractual requirements in securitized borrowing 
arrangements and serves as a credit enhancement. The restricted 
cash is used to satisfy payment deficiencies, if any, in the required 
payments on secured borrowings. The balance of restricted cash is 
contractually stipulated and is either a fixed amount as determined 
by the initial balance of the financing receivables securitized or a 
fixed percentage of the outstanding balance of the securitized 
financing receivables. The restriction is removed either after all 
secured borrowing payments are made or proportionally as these 
receivables are collected and borrowing obligations reduced. For 
those securitizations in which retail notes are transferred into 
SPEs, the SPEs supporting the secured borrowings are 
consolidated unless the company does not have both the power to 
direct the activities that most significantly impact the SPEs’ 
economic performance and the obligation to absorb losses or the 
right to receive benefits that could potentially be significant to the 
SPEs. No additional support to these SPEs beyond what was 
previously contractually required has been provided during the 
reporting periods. 


In certain securitizations, the company consolidates the SPEs since 
it has both the power to direct the activities that most significantly 
impact the SPEs’ economic performance through its role as 
servicer of all the receivables held by the SPEs, and the obligation 
through variable interests in the SPEs to absorb losses or receive 
benefits that could potentially be significant to the SPEs. The 
restricted assets (retail notes securitized, allowance for credit 
losses, and other assets) of the consolidated SPEs totaled $2,898 
million and $2,895 million at November 1, 2020 and November 3, 
2019, respectively. The liabilities (short-term securitization 
borrowings and accrued interest) of these SPEs totaled $2,856 
million and $2,847 million at November 1, 2020 and November 3, 





2019, respectively. The credit holders of these SPEs do not have 
legal recourse to the company’s general credit. 


In certain securitizations, the company transfers retail notes to 
non-VIE banking operations, which are not consolidated since the 
company does not have a controlling interest in the entities. The 
company’s carrying values and interests related to the 
securitizations with the unconsolidated non-VIEs were restricted 
assets (retail notes securitized, allowance for credit losses and 
other assets) of $576 million and $491 million at November 1, 2020 
and November 3, 2019, respectively. The liabilities (short-term 
securitization borrowings and accrued interest) were $554 million 
and $465 million at November 1, 2020 and November 3, 2019, 
respectively. 


In certain securitizations, the company transfers retail notes into 
bank-sponsored, multi-seller, commercial paper conduits, which 
are SPEs that are not consolidated. The company does not service 
a significant portion of the conduits’ receivables, and therefore, 
does not have the power to direct the activities that most 
significantly impact the conduits’ economic performance. These 
conduits provide a funding source to the company (as well as other 
transferors into the conduit) as they fund the retail notes through 
the issuance of commercial paper. The company’s carrying values 
and variable interest related to these conduits were restricted 
assets (retail notes securitized, allowance for credit losses, and 
other assets) of $1,327 million and $1,079 million at November 1, 
2020 and November 3, 2019, respectively. The liabilities (short-term 
securitization borrowings and accrued interest) related to these 
conduits were $1,275 million and $1,015 million at November 1, 2020 
and November 3, 2019, respectively. 


The company’s carrying amount of the liabilities to the 
unconsolidated conduits, compared to the maximum exposure to 
loss related to these conduits, which would only be incurred in the 
event of a complete loss on the restricted assets, was as follows at 
November 1, 2020 in millions of dollars: 


2020 
Caney igh VAIIG-Or Mai ES. x, cscaacccawaanncenunuacscaossacaumadiononsencee: S215 
Maximum exposure to lOSS.........eeeceeceeseeteeseeteeteeteeteeteetteeenees 1,327 


The total assets of unconsolidated VIEs related to securitizations 
were approximately $33 billion at November 1, 2020. 


The components of consolidated restricted assets related to 
secured borrowings in securitization transactions at November |, 
2020 and November 3, 2019 were as follows in millions of dollars: 


2020 2019 


Financing receivables securitized (retail notes)......... S 4716 $ 4,395 





Allowance for Credit lOSS@S.....ccccccccccccccccecceeeeeeeetees (13) (12) 
Other ASSOtS ......cccccccceeseeeeccccecccceceecuseseeeeeeeeeeeeeeeens 98 82 
Total restricted securitized assets .............0:cc006- S 4,801 $4,465 





The components of consolidated secured borrowings and other 
liabilities related to securitizations at November 1, 2020 and 
November 3, 2019 were as follows in millions of dollars: 


2020 2019 
Short-term securitization borrowingS ............06. S 4,682 S 4,321 
Accrued interest on DOrrowindS..........::cccreee 3 6 


Total liabilities related to restricted securitizedassets S$ 4,685 S 4,327 








The secured borrowings related to these restricted securitized 
retail notes are obligations that are payable as the retail notes are 
liquidated. Repayment of the secured borrowings depends 
primarily on cash flows generated by the restricted assets. Due to 
the company’s short-term credit rating, cash collections from these 
restricted assets are not required to be placed into a segregated 
collection account until immediately prior to the time payment is 
required to the secured creditors. At November 1, 2020, the 
maximum remaining term of all securitized retail notes was 
approximately six years. 


15. INVENTORIES 


A majority of inventory owned by Deere & Company and its U.S. 


equipment subsidiaries are valued at cost, on the “last-in, first-out” 
(LIFO) basis. Remaining inventories are generally valued at the 
lower of cost, on the “first-in, first-out” (FIFO) basis, or net 
realizable value. The value of gross inventories on the LIFO basis at 
November 1, 2020 and November 3, 2019 represented 52 percent 
and 55 percent, respectively, of worldwide gross inventories at 
FIFO value. The pretax favorable income effect from the liquidation 
of LIFO inventory during 2020 was $33 million. If all inventories had 
been valued on a FIFO basis, estimated inventories by major 
classification at November 1, 2020 and November 3, 2019 in millions 
of dollars would have been as follows: 


2020 2019 
Raw materials and Supplies ..........cccccceccteteteee $1,995 $2,285 
Work-in-Process .......cececceeceeseeceeeeeeeeeeeeeeeeeteeteenee 648 747 








Finished goods and parts ............:c:cceceeceeceeeeeeeeerees 4,006 4,613 

TOA FUP VANS race ctccousesyeconcennpceseneteeeagecorsos verses 6,649 7,645 
Less adjustment to LIFO value.............:::eceeeeeee 1,650 1,670 
INVENCOLICS ......ccccccccccsccccecccceccsecseecseeseeseccascseeeeseeees $4,999 $5975 











16. PROPERTY AND DEPRECIATION 


A summary of property and equipment at November 1, 2020 and 


November 3, 2019 in millions of dollars follows: 


Useful Lives™ 
(Years) 2020 2019 
Equipment Operations 


LAIN csciccisaittascnatasdissantanenainnpandaiaaganas S 282 S$ 274 
Buildings and building equipment........ 22 4,114 3,976 
Machinery and equipment.............. i 5,936 5,/10 
Dies, patterns, tools, etc. «0.00.0... 8 1,662 1,53] 
PAN IVC Tose ecenesresseatoeessemeeenesienecist 4 1,115 1,065 
Construction in progress........... 440 733 
TOCA COSE sactaranorerszesmmsenenetns 13,549 = 13,289 
Less accumulated depreciation...... ddd 7,360 
TOE ca avsyeasteoseoreuncortentucosnensees 5,/78 5,929 
Financial Services 
IPGUINGl e seacoast deeccatiieasenchteascnss teatreasceacte 4 4 
Buildings and building equipment........ Vhs 65 75 
PUN IA Mise scatesaaastreasatendescaselesoutacesieat 6 34 34 
io) 2) 2) a0) eaeenmnen teneente ee ereeee 103 113 
Less accumulated depreciation...... 64 69 
TOOTS cat coaccaactazsconnsensoasttendeenttcenes Be, a4 


S Sel 5. 5973 
* Weighted-averages 


Total property and equipment additions in 2020, 2019, and 2018 
were $815 million, $1,107 million, and $985 million and depreciation 
was $800 million, $779 million, and $754 million, respectively. 
Capitalized interest was $6 million, $7 million, and $4 million in the 
same periods, respectively. The cost of leased property and 
equipment under finance leases of $99 million and $62 million and 
accumulated depreciation of $36 million and $27 million at 
November 1, 2020 and November 3, 2019, respectively, is included 
in property and equipment. 


Capitalized software has an estimated useful life of three years. 
The amounts of total capitalized software costs, including 
purchased and internally developed software, classified as “Other 
assets” at November 1, 2020 and November 3, 2019 were $1,339 
million and $1,305 million, less accumulated amortization of $1,070 
million and $1,023 million, respectively. Capitalized interest on 
software was $3 million and $5 million at November 1, 2020 and 
November 3, 2019, respectively. Amortization of these software 
costs in 2020, 2019, and 2018 was $133 million, $150 million, and 
$145 million, respectively. 


The cost of compliance with foreseeable environmental 
requirements has been accrued and did not have a material effect 
on the company’s consolidated financial statements. 
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17 GOODWILL AND OTHER INTANGIBLE ASSETS — NET 


The changes in amounts of goodwill by operating segments were 


as follows in millions of dollars: 


Agriculture Construction 











and and 

Turf Forestry Total 
Goodwill at October 28, 2018 .......... S 583 S 2,518 S 3,101 
Divestitures® ......cccceceecceteseereenee (22) (22) 
Translation adjustments and other (9) (153) (162) 
Goodwill at November 3, 2019......... 574 2,343 2,917 
ACQUISITION” «2... eeeeeeeeeeeeeteeteeteetee 28 28 
Translation adjustments and other (1) 137 136 
Goodwill at November 1, 2020......... S 601 $ 2,480 S 3,081 
* See Note 4. 


There were no accumulated goodwill impairment losses in the 
reported periods. 


The components of other intangible assets are as follows in 
millions of dollars: 














2020 2019 
Amortized intangible assets: 

Customer lists and relationships........0.0.cccccceee S 535 § SI 
Technology, patents, trademarks, and other ........ 1056. 1,028 
TOT Sie CSE cessor stasessorseescaetonndeakotatasocestulanent sna sate 14591 1,539 
Less accumulated amortization” .............:eeeeee 387 282 
WU eae acest epee eer ceaednanseeermanauescaeavenaoosceiiescsens 1,204 1,257 

Unamortized intangible assets: 
In-process research and development ................ |23 123 
Other intangible assets - net... cece S 1,327 $1,380 














* Accumulated amortization at 2020 and 2019 for customer lists and relationships 
was $113 million and $77 million and technology, patents, trademarks, and other 
was $274 million and $205 million, respectively. 


Other intangible assets are stated at cost less accumulated 
amortization. The amortization of other intangible assets in 2020, 
2019, and 2018 was $102 million, $109 million, and $100 million, 
respectively. The estimated amortization expense for the next five 
years is as follows in millions of dollars: 2021 - $105, 2022 - $105, 
2023 - $103, 2024 - $99, and 2025 - $96. 





18. TOTAL SHORT-TERM BORROWINGS 


Total short-term borrowings at November 1, 2020 and November 3, 


2019 consisted of the following in millions of dollars: 


2020 2019 
Equipment Operations 
Notes payable to Danks ......ccccceceseteteseeteeen S$ 192 $ 345 
Finance lease obligations due within one year 21 
Long-term borrowings due within one year..... re 642 
i 5) 2] eee er eee eee 297 987 
Financial Services 
COMMMEST CLAN AIC sinissircnssnitaisntedeinindnnncisrlndsnadsnindsst 1,238 2,698 
Notes payable to banks ........... eects 182 313 
Long-term borrowings due within one year™... 6,870 6,/86 
E52) 2] Ome eee ee eee ee ee ee eNO 8,290 O97 
Short-term borrowingS ............::::cceeeeeeeeee 8,582 10,784 
Short-term securitization borrowings 
Equipment Operations .............cccccsceseesenss 26 ae 
Financial Services .........:cccccceeceeeeeeeeeeeeeeeseeteeeee 4,656 4277 
Total... eeeceeeeceececeeeeeeeeeseeeeeeeeeeeeesieeeneeiees 4,682 4,321 
Total short-term borrowing$S ...........0cccee S 3,264 S$ 15,105 


* Includes unamortized fair value adjustments related to interest rate swaps. 


The short-term securitization borrowings are secured by financing 
receivables (retail notes) on the balance sheet (see Note 14). 
Although these securitization borrowings are classified as short- 
term since payment is required if the retail notes are liquidated 
early, the payment schedule for these borrowings, which are net of 
debt acquisition costs, at November 1, 2020 based on the expected 
liquidation of the retail notes in millions of dollars is as follows: 
2021 - $2,367, 2022 - $1,366, 2023 - $681, 2024 - $217, 2025 - $50, 
and 2026 - S6. 


The weighted-average interest rates on total short-term 
borrowings, excluding current maturities of finance lease 
obligations and long-term borrowings, at November 1, 2020 and 
November 3, 2019 were 1.6 percent and 2.9 percent, respectively. 


Lines of credit available from U.S. and foreign banks were $8,413 
million at November 1, 2020. At November 1, 2020, $6,801 million of 
these worldwide lines of credit were unused. For the purpose of 
computing the unused credit lines, commercial paper, and short- 
term bank borrowings, excluding secured borrowings and the 
current portion of long-term borrowings, were primarily 
considered to constitute utilization. Included in the total credit 
lines at November 1, 2020 was a 364-day credit facility agreement 
of $3,000 million, expiring in fiscal April 2021. In addition, total 
credit lines included long-term credit facility agreements of $2,500 
million, expiring in fiscal April 2024, and $2,500 million, expiring in 
fiscal April 2025. The agreements are mutually extendable and the 
annual facility fees are not significant. These credit agreements 
require Capital Corporation to maintain its consolidated ratio of 
earnings to fixed charges at not less than 1.05 to 1 for each fiscal 
quarter and the ratio of senior debt, excluding securitization 
indebtedness, to capital base (total subordinated debt and 
stockholder’s equity excluding accumulated other comprehensive 
income (loss)) at not more than 1] to 1 at the end of any fiscal 
quarter. The credit agreements also require the equipment 





operations to maintain a ratio of total debt to total capital (total 
debt and stockholders’ equity excluding accumulated other 
comprehensive income (loss}) of 65 percent or less at the end of 
each fiscal quarter. Under this provision, the company’s excess 
equity capacity and retained earnings balance free of restriction at 
November 1, 2020 was $12,892 million. Alternatively under this 
provision, the equipment operations had the capacity to incur 
additional debt of $23,942 million at November 1, 2020. All of these 
credit agreement requirements have been met during the periods 
included in the consolidated financial statements. 


Deere & Company has an agreement with Capital Corporation 
pursuant to which it has agreed to continue to own, directly or 
through one or more wholly-owned subsidiaries, at least 5] percent 
of the voting shares of capital stock of Capital Corporation and to 
maintain Capital Corporation's consolidated tangible net worth at 
not less than $50 million. This agreement also obligates Deere & 
Company to make payments to Capital Corporation such that its 
consolidated ratio of earnings to fixed charges is not less than 1.05 
to | for each fiscal quarter. Deere & Company’s obligations to make 
payments to Capital Corporation under the agreement are 
independent of whether Capital Corporation is in default on its 
indebtedness, obligations or other liabilities. Further, Deere & 
Company's obligations under the agreement are not measured by 
the amount of Capital Corporation's indebtedness, obligations or 
other liabilities. Deere & Company's obligations to make payments 
under this agreement are expressly stated not to be a guaranty of 
any specific indebtedness, obligation or liability of Capital 
Corporation and are enforceable only by or in the name of Capital 
Corporation. No payments were required under this agreement 
during the periods included in the consolidated financial 
statements. 


19. ACCOUNTS PAYABLE AND ACCRUED EXPENSES 


Accounts payable and accrued expenses at November 1, 2020 and 


November 3, 2019 consisted of the following in millions of dollars: 








2020 = 2019 
Equipment Operations 
Accounts payable: 
Mi el ey ed Seta ca cea ceeeceeccecesecaececeteeoe S 1,926 S$ 1,996 
DIVIGONIGS Pay ADI Cea incat cece ccatcncssaeceat idatcacedcatckdedes 244 244 
Operating lease liabilities «0.0.0... eee 297 
CYTES sacacentrssedieetsaetcsen ancalaetoneetcienenanicneauen sas pessoas 25] 284 
Accrued expenses: 
Dealer sales diSCOUNES ...........::ecceeeteeteeteeteeteetees L682 1,990 
PROGUEL Wallan TOS ascuicusshi denacceoesctneedaoeatnienereabseainstdes 1,105 1,218 
Employee benefits ........0..::cccceceeeeeeeeteeeteeteteetee 1086 = 1,001 
PCC Tea CS csiick scree cacttesorencauiesecdcersennennmieiae 730 734 
Unearned revenue ........ceccecceeseeeeeeeeeseeeeeeeteseeneeeee eV pe, 65/7 
ET cogs aneincestacesiecnetforotw onsasvervnenenannaenemsaeeercamnonsauemes 1114 1,108 
TO Tall sissncstosorsonokiosenenaienmannentdsiemnashiimenceenibioneaishtinnmemssinan S 9114 $ 9,232 


(continued) 


2020 2019 
Financial Services 
Accounts payable: 
Deposits withheld from dealers and merchants S$ 141 S$ 164 





Collateral on derivatives ..........ccccccccseeseeteenee 274 
OEPIGI  scaaticoasatne ti acaatnteaabieanthessabonnnhonanedaninnoee sunaks 194 163 
Accrued expenses: 
Unearned revenue .......ccccccccccesecseecseecteeeteenee 968 978 
ACCrued inte@rest..........cccccccccccscecseecseecsseetseeeeeeees 18] 2(\ 
PIMOIO VEO DOMGTIES siatccinscnccevaccerccasseracsesecndeseaccke: 60 6] 
Other... ccccccecsecseetsecsectestsecsesseesseseeneeneees 309 259 
TOT te snsacie sacasenw'anancasssaneccneseasseascnonsanesensqcsmanaseans 2,127 1,836 
ElIMINATIONS” oo... cee ccc cc cceeceseecseectseeeseecseeetseensees 1,129 1,412 
Accounts payable and accrued expenses..............-.- S 10,112 $ 9,656 


* Primarily trade receivable valuation accounts related to sales incentive accruals 
of $1,073 million, which are reclassified as accrued expenses by the equipment 
operations as a result of their trade receivables being sold to financial services. 


20. LONG-TERM BORROWINGS 


Long-term borrowings at November 1, 2020 and November 3, 2019 


consisted of the following in millions of dollars: 


2020 2019 
Equipment Operations 
U.S. dollar notes and debentures: 
8-1/2% debentures due 2022.......eceeceeeeeee S 105 S105 
7.60% Notes due 2022 sc.ciccee niente, 1,000 1,000 
2.75% notes due 20250... eeeeeeeeeeeesneeeees 700 
6.55% debentures due 2028... 200 200 
5.375% notes due 2029... eeeeeeeeeeeeeees 500 500 
3.10% notes due 2030.0... eee 700 
8.10% debentures due 2030 2... 250 250 
b\Z 57s MOLES GUC ZO 3 | xccnsctensccnetvadeasstcedacnes 300 300 
3.90% notes due 2042 00... ceeeeeeee 1,250 1,250 
ZBI SA MOTES GUC 209 srriciscccnccsinccsincneccsas 500 500 
3.75% notes due 2050 ooo. eee 850 
Euro notes: 
5% notes due 2023 (€500 principal)......... 584 558 
1.375% notes due 2024 (€800 principal).... 934 
1.85% notes due 2028 (€600 principal)..... 700 
2.20% notes due 2032 (€600 principal)... 700 
1.65% notes due 2039 (€650 principal) ..... 750 725 
Finance lease obligations and other notes...... 135 51 
Less debt issuance COStS .0...... eee cece ee eeeeeeee 43 24 

TP haces rcececetececsceanseeecndectieeuedesusnecestenceds 10,124 5,415 
Financial Services 
Notes and debentures: 

Medium-term notes due 202] - 2030: 

(principal $20,996 - 2020, $23,265 - 

2019) Average interest rates of 1.7% - 

2020, 2.7 20S cctcicicedeeseedckacawades 21,661" 723,528 
Other Notes 00... cece eceeeecesseecceseeeesessneeeeeeeseesaes 992 1335 
Less debt issuance COStS .00......eee ee eeeeeeeeeeeeeee 43 49 

TGA tse ce sctiocecwictlncnuesciencneacelebounddslanouenasiacnute 22,610 24,814 


S 32,734 $ 30,229 


* Includes unamortized fair value adjustments related to interest rate swaps. 
** Allinterest rates are as of year end. 
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The approximate principal amounts of the equipment operations’ 
long-term borrowings maturing in each of the next five years in 
millions of dollars are as follows: 2021 - $79, 2022 - $1,212, 2023 - 
$587, 2024 - $935, and 2025 - $700. The approximate principal 
amounts of the financial services’ long-term borrowings maturing 
in each of the next five years in millions of dollars are as follows: 
2021 - $6,867, 2022 - $6,945, 2023 - $5,228, 2024 - $3,011, and 2025 
- $2,166. 


21. COMMITMENTS AND CONTINGENCIES 


The company generally determines its total warranty liability by 
applying historical claims rate experience to the estimated amount 
of equipment that has been sold and is still under warranty based 
on dealer inventories and retail sales. The historical claims rate is 
primarily determined by a review of five-year claims costs and 
current quality developments. 


The premiums for extended warranties are primarily recognized in 
income in proportion to the costs expected to be incurred over the 
contract period. The unamortized extended warranty premiums 
(deferred revenue) included in the following table totaled $638 
million and $582 million at November 1, 2020 and November 3, 
2019, respectively. 


A reconciliation of the changes in the warranty liability and 
unearned premiums in millions of dollars follows: 


Warranty Liability/ 
Unearned Premiums 


2020 2019 
Beginning of year balance.........0.ccccccceeeeeeeee S$ 1800 S$ 1,652 
TA a essere ss eee (942) (985) 
Amortization of premiums received..............0+ (222) (214) 
Accruals for warranti@s ..........c:ccccceeeeeeeeteeees 85] 1,066 
PREMIUMS PECCIVER seainicoscitenansalanecdiaanassieenadaissinectent 2/6 292 
Foreign exchange ..........ccccccececeeeeeseseeeeeteeeteeeeee (20) (11) 


End of year balance ..........cccccccceceseteteesetesenen S 1743 S 1,800 


At November 1, 2020, the company had approximately $380 million 


of guarantees issued primarily to banks outside the U.S. and 
Canada related to third-party receivables for the retail financing of 
John Deere equipment. The company may recover a portion of any 
required payments incurred under these agreements from 
repossession of the equipment collateralizing the receivables. At 
November 1, 2020, the company had accrued losses of 
approximately $18 million under these agreements. The maximum 
remaining term of the receivables guaranteed at November 1, 2020 
was approximately seven years. 


At November 1, 2020, the company had commitments of 
approximately $159 million for the construction and acquisition of 
property and equipment. Also at November 1, 2020, the company 
had restricted assets of $71 million, classified as “Other assets.” 
See Note 14 for additional restricted assets associated with 
borrowings related to securitizations. 


The company also had other miscellaneous contingent liabilities 
totaling approximately $40 million at November 1, 2020. The 
accrued liability for these contingencies was not material at 
November 1, 2020. 


The company is subject to various unresolved legal actions which 
arise in the normal course of its business, the most prevalent of 
which relate to product liability {including asbestos related 
liability), retail credit, employment, patent, and trademark matters. 
The company believes the reasonably possible range of losses for 
these unresolved legal actions would not have a material effect on 
its financial statements. 


22. CAPITAL STOCK 


Changes in the common stock account in millions were as follows: 


Number of 

Shares Issued Amount 
Balance at October 29, 2017.0... eeeeeeeeeeeeeee 5360.4 S 4281 
Stock options and other... 193 
Balance at October 28, 2018 ...... ee. 536.4 4,474 
Stock options and other.............::eeeeee 168 
Balance at November 3, 2019.0... 536.4 4,647 
STOCK OPTIONS ANG OLNET sascssddsivariencncassicrvoens 253 
Balance at November 1, 2020................0.... 536.4 S 4,895 


The number of common shares the company is authorized to issue 
is 1,200 million. The number of authorized preferred shares, none 
of which has been issued, is nine million. 


The Board of Directors at its meeting in December 2013 authorized 
the repurchase of up to $8,000 million of common stock. In 
December 2019, the Board of Directors approved a share 
repurchase plan authorizing the repurchase of up to an additional 
$8,000 million of shares of the company’s common stock. At the 
end of the fiscal year, these repurchase programs had $8,339 
million (36.9 million shares based on the fiscal year end closing 
common stock price of $225.91 per share) remaining to be 
repurchased. Repurchases of the company’s common stock under 
these plans will be made from time to time, at the company’s 
discretion, in the open market. 


A reconciliation of basic and diluted net income per share 
attributable to Deere & Company follows in millions, except per 
share amounts: 


2020 2019 2018 
Net income attributable to Deere & Company $ 2,751 $ 3,253 $2,368 















































Average shares outstanding............::ce 313.5 316.5 322.6 
BaSiC DOF SIAC ice cendescatacucenencedsmncenssennnoctes S 8.77 $ 10.28 S$ 7.34 
Average shares outstanding............:cse 313.5 316.5 322.6 
Effect of dilutive stock options.............0. 3 4] 47 

Total potential shares outstanding ....... 316.6 3220.6. 32/3 
DIGEGC DOR SW ale cccscsee tester S 8.69 $ 10.15 $ 7.24 











All stock options outstanding were included in the computation 
except .6 million in 2020, .7 million in 2019, and .4 million in 2018 
that had an antidilutive effect under the treasury stock method. 


23. STOCK OPTION AND RESTRICTED STOCK AWARDS 


The company issues stock options and restricted stock awards to 
key employees under plans approved by stockholders. Restricted 
stock is also issued to nonemployee directors for their services as 
directors under a plan approved by stockholders. Options are 








awarded with the exercise price equal to the market price and 
become exercisable in one to three years after grant. Options 
expire ten years after the date of grant. Restricted stock awards 
generally vest after three years. The compensation cost for stock 
options and service based restricted stock units, which is based on 
the fair value at the grant date, is recognized on a straight-line 
basis over the requisite period the employee is required to render 
service. The compensation cost for performance/service based 
units, which is based on the fair value at the grant date, is 
recognized over the employees’ requisite service period and 
periodically adjusted for the probable number of shares to be 
awarded. The company recognizes the effect of award forfeitures 
as an adjustment to compensation expense in the period the 
forfeiture occurs. According to these plans at November 1, 2020, 
the company is authorized to grant an additional 18.5 million shares 
related to stock options or restricted stock. 


The fair value of each option award was estimated on the date of 
grant using a binomial lattice option valuation model. Expected 
volatilities are based on implied volatilities from traded call options 
on the company’s stock. The expected volatilities are constructed 
from the following three components: the starting implied 
volatility of short-term call options traded within a few days of the 
valuation date; the predicted implied volatility of long-term call 
options; and the trend in implied volatilities over the span of the 
call options’ time to maturity. The company uses historical data to 
estimate option exercise behavior. The expected term of options 
granted is derived from the output of the option valuation model 
based on the underlying distribution of historical exercise behavior 
and represents the weighted-average period of time that options 
granted are expected to be outstanding. The risk-free rates utilized 
for periods throughout the contractual life of the options are 
based on U.S. Treasury security yields at the time of grant. 


The assumptions used for the binomial lattice model to determine 
the fair value of options follow: 


2020 2019 2018 
Risk-free interest rate” ......... 1.67% 2.85% 2.34% 
Expected dividends ............... 1.8% 2.0% 1.6% 
MON SU cesictrectcaseecheteaeee, 26.0% 30.0% 22.8% 
Expected term (in years)”...... 5.7 a2 8.4 


* Weighted-averages 


Stock option activity at November 1, 2020 and changes during 
2020 in millions of dollars and shares follow: 


Remaining 
Contractual Aggregate 


Exercise Term Intrinsic 
Shares Price* _ (Years) Value 

Outstanding at beginningof year 7.0 $ 92.85 
GEATIEOG accaccastseoensatsencoattdectacals 5 169./0 
2 Cd. ee (3.7) 88.36 
Expired or forfeited................ (1) 169.70 
Outstanding at end of year.... 3.7. 107.30 551 -S 437.5 
Exercisable at end of year ...... 3.0 93.79 4.76 391.0 


* Weighted-averages 


The weighted-average grant-date fair values of options granted 
during 2020, 2019, and 2018 were $35.83, $46.96, and $391], 
respectively. The total intrinsic values of options exercised during 
2020, 2019, and 2018 were $398 million, $186 million, and $229 
million, respectively. During 2020, 2019, and 2018, cash received 
from stock option exercises was $33] million, $178 million, and $217 
million, respectively, with tax benefits of $93 million, $44 million, 
and $54 million, respectively. 


The company granted 364 thousand, 447 thousand, and 415 
thousand restricted stock units to employees and nonemployee 
directors in 2020, 2019, and 2018, of which 297 thousand, 355 
thousand, and 330 thousand are subject to service-only based 
conditions, and 67 thousand, 92 thousand, and 85 thousand are 
subject to performance/service based conditions, respectively. The 
service-only based units award one share of common stock for 
each unit at the end of the vesting period and include dividend 
equivalent payments. 


The performance/service based units are subject to a performance 
metric based on the company’s compound annual revenue growth 
rate, compared to a benchmark group of companies over the 
vesting period. The performance/service based units award 
common stock in a range of zero to 200 percent for each unit 
granted based on the level of the metric achieved and do not 
include dividend equivalent payments over the vesting period. The 
weighted-average fair values of the service-only based units at the 
grant dates during 2020, 2019, and 2018 were $168.94, $149.54, and 
$151.67 per unit, respectively, based on the market price of a share 
of underlying common stock. The fair value of the 
performance/service based units at the grant date during 2020, 
2019, and 2018 were $160.81, $140.49, and $145.33 per unit, 
respectively, based on the market price of a share of underlying 
common stock excluding dividends. 


The company’s restricted shares at November 1, 2020 and changes 
during 2020 in millions of shares follow: 


Grant-Date 
Shares — Fair Value” 
Service-only based 
Nonvested at beginning of year..............eee 11 S$ 130.72 
Granted oo... eeceeceeecceceeeeeceeeeeeeeeseeeeteeeeeeeeeeneeeee 3 168.94 
ESC oyna catiteneeucabilenwsuenetatenciats (.4) 102.34 
FO 0 Nees pes ncse ces secesecnancenacesneenssennsomsas: (.1) 162.62 
Nonvested at end of year .......eeeeeeeeeeeeee i, 155.47 
Performance/service based 
Nonvested at beginning of year.............c eee 3 S$ 130.78 
Granted oo... eeeeeeeeceeeeeeeeeeeeeeeeeeeeeteeeeeeeeeneeeee | 160.81 
MLC ssapacicacteaoaiteacaseasoeacuitaeacamsdhecesacoeasccoes (.2) 111.78 
Nonvested at end of year .......eeeeeeeeeeeee 2 147.55 


* Weighted-averages 


During 2020, 2019, and 2018, the total share-based compensation 


expense was $81 million, $82 million, and $84 million, respectively, 
with recognized income tax benefits of $19 million, $20 million, 
and $20 million, respectively. At November 1, 2020, there was $55 
million of total unrecognized compensation cost from share-based 
compensation arrangements granted under the plans, which is 
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related to restricted shares and options. This compensation is 
expected to be recognized over a weighted-average period of 
approximately two years. The total grant-date fair values of stock 
options and restricted shares vested during 2020, 2019, and 2018 
were $79 million, $66 million, and $63 million, respectively. 


The company currently uses shares that have been repurchased 
through its stock repurchase programs to satisfy share option 
exercises. At fiscal year end, the company had 223 million shares in 
treasury stock and 37 million shares remaining to be repurchased 
under its publicly announced repurchase programs (see Note 22). 


24. OTHER COMPREHENSIVE INCOME ITEMS 


The after-tax changes in accumulated other comprehensive 
income at October 29, 2017, October 28, 2018, November 3, 2019, 
and November 1, 2020 in millions of dollars follow: 


Total 
Unrealized Unrealized = Accumulated 
Retirement Cumulative Gain(Loss) Gain (Loss) Other 
Benefits Translation on on Comprehensive 
Adjustment Adjustment Derivatives Debt Securities Income (Loss) 
2017.... S (3,580) $ (999)S$ cS 10S (4,564) 
Period 

Change LOS (194) 2) (13) 854 
ASU No. 

2018-02 (709) (10) 1 1 (717) 
2018... (3,237) (1,203) 15 (2) (4,427) 
ASUNo. 

2016-01 (8) (8) 
Period 

Change (678) (448) (75) 29 (1,172) 
2019... (3,915) (1,651) (60) 19 (5,607) 
Period 

Change (3) 55 2 14 68 
2020... S__(3,918)$_ (1596)S (58) $ 33S (5,539) 


Following are amounts recorded in and reclassifications out of 
other comprehensive income (loss), and the income tax effects, in 
millions of dollars: 


Before Tax After 
Tax (Expense) Tax 
Amount Credit Amount 




















2020 
Cumulative translation adjustment: 
Unrealized translation gain (loss) .......... Ss 18S 1S 19 
Reclassification of realized (gain) loss to: 
Other operating expenses .............0 13 13 
Equity in (income) loss of 
unconsolidated affiliates................. 23 23 
Net unrealized translation gain (loss) .... 54 | 55 
Unrealized gain (loss) on derivatives: 
Unrealized hedging gain (loss) .............. (18) 2 (16) 
Reclassification of realized (gain) loss to: 
Interest rate contracts — Interest expense 21 (3) 18 
Net unrealized gain (loss) on derivatives 3 (1) Z 
Unrealized gain (loss) on debt securities: 
Unrealized holding gain (loss)...............- 17 (3) 14 
Net unrealized gain (loss) on debt securities 17 (3) 14 
Retirement benefits adjustment: 
Pensions 
Net actuarial gain (loss) ........ccceece (438) 99° (339) 


Reclassification primarily to other operating 
expenses through amortization of: * 


Actuarial (gain) loss ..........eeeee 249 (61) 188 
Prior service (credit) cost... i (3) 8 
Settlements 0... eeeeeeeeeee 26 (7) 19 
OPEB 
Net actuarial gain (loss) ...........:ce 136 (34) 102 


Reclassification to other operating 
expenses through amortization of: * 





Actuarial (gain) loss «0.0.20... 29 (7) 22 
Prior service (credit) cost... (4) 1 (3) 

Net unrealized gain (loss) on retirement 
benefits adjustment ...........::cee 9 (12) (3) 
Total other comprehensive income (loss) $ 83 $ (15) 68 


* These accumulated other comprehensive income amounts are primarily included in 
net periodic pension and OPEB costs. See Note 8 for additional detail. 


Before Tax After 
Tax (Expense) Tax 














Amount Credit Amount 
2019 
Cumulative translation adjustment ............. S (447)S (1)S (448) 
Unrealized gain (loss) on derivatives: 
Unrealized hedging gain (loss) ................ (92) 2| (71) 
Reclassification of realized (gain) loss to: 
Interest rate contracts — Interest expense (5) ! (4) 
Net unrealized gain (loss) on derivatives...... (97) 22 (75) 
Unrealized gain (loss) on debt securities: 
Unrealized holding gain (loss) ..............0. 36 (7) 29 
Net unrealized gain (loss) on debt securities 36 (7) 29 
Retirement benefits adjustment: 
Pensions 


Net actuarial gain (loss) «0.0.0... (887) 236 ~—- (651) 
Reclassification to other operating 


expenses through amortization of: * 


ACTUAL GSI) OSS: gaccsonisastacsiniidedsens 143 (35) 108 
Prior service (credit) COSt..........:006. iy (2) 9 
Settlements ..........::ecceeeeeeeeteteeee 3 (1) 2 
OPEB 
Net actuarial gain (loss) .........ceeeeeee (141) 38: {103) 


Reclassification to other operating 
expenses through amortization of: * 
Actuarial (gain) loss 0.0.0... cece 16 (4) 12 
Prior service (credit) Cost... (72) 17 (55) 
Net unrealized gain (loss) on retirement 
benefits adjustment ...........:ceeeeee (927) 249 (678) 
Total other comprehensive income (loss)... $ (1,435) 











263: S (hi72) 


* These accumulated other comprehensive income amounts are included in net 
periodic pension and OPEB costs. See Note 8 for additional detail. 














Before Tax After 
Tax (Expense) Tax 














Amount Credit Amount 
2018 
Cumulative translation adjustment ............ S (188) $ (6)S (194) 
Unrealized gain (loss) on derivatives: 
Unrealized hedging gain (loss) ..............0.- 18 (4) 14 
Reclassification of realized (gain) loss to: 
Interest rate contracts — Interest expense (5) 1 (4) 
Foreign exchange contracts — Other 
operating exPenses..........:eeeeeeeee (1) (1) 
Net unrealized gain (loss) on derivatives ..... 12 (3) g 
Unrealized gain (loss) on investments: 
Unrealized holding gain (loss) .............0 (17) 5 (12) 
Reclassification of realized (gain) loss — 
Other incOMe .......cccccccceecseesecseeteeeeee (1) (1) 
Net unrealized gain (loss) on investments (18) : (13) 
Retirement benefits adjustment: 
Pensions 
Net actuarial gain (loss)...........c:cceee 553 (128) 425 
Reclassification to other operating 
expenses through amortization of: * 
Actuarial (gain) loss..........cceceee 226 (63) 163 
Prior service (credit) COSt.......... 12 (4) 8 
Settlements .......ccceceeteseeeeeenee 8 (2) 6 
OPEB 
Net actuarial gain (loss) and prior 
service credit (COSt)......cceceeceeeeees 603 (142) 461 
Reclassification to other operating 
expenses through amortization of: * 
Actuarial (gain) loss..........cceceeee 62 (17) 45 
Prior service (credit) COSt........ cee. (77) 21 (56) 
Net unrealized gain (loss) on retirement 
benefits adjustment ...........0::ceeee 1,387 (335) _ 1,052 
Total other comprehensive income (loss) $1,193 (339)S 854 








* These accumulated other comprehensive income amounts are included in net 
periodic pension and OPEB costs. See Note 8 for additional detail. 


The noncontrolling interests’ comprehensive income was $2 million 
in 2020, $4 million in 2019, and $2 million in 2018, which consisted 
of net income of $2 million in 2020, $4 million in 2019, and $3 
million in 2018 and cumulative translation adjustments of none in 
2020 and 2019, and $(1) million in 2018. 
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25. LEASES 


The company is both a lessee and a lessor. The company leases for 


its own use primarily warehouse facilities, office space, production 
equipment, information technology equipment, and vehicles. The 
expected use periods generally ranging from less than one year to 
20 years. The company’s financial services segment leases to users 
equipment produced or sold by the company, and a limited amount 
of other equipment. These leases are usually written for periods of 
less than one year to seven years. The company determines if an 
arrangement is or contains a lease at the contract inception. 


Lessee 

The company recognizes on the balance sheet a lease liability and a 
right of use asset for leases with a term greater than one year for 
both operating and finance leases. 


The amounts of the lease liability and right of use asset are 
determined at lease commencement and are based on the present 
value of the lease payments over the lease term. The lease 
payments are discounted using the company’s incremental 
borrowing rate since the rate implicit in the lease is generally not 
readily determinable. The company determines the incremental 
borrowing rate for each lease based primarily on the lease term and 
the economic environment of the country where the asset will be 
used, adjusted as if the borrowings were collateralized. Leases with 
contractual periods greater than one year and that do not meet 
the finance lease criteria are classified as operating leases. 


Certain real estate leases contain one or more options to terminate 

or renew, with terms that can generally extend the lease term from 

one to ten years. Options that the company is reasonably certain to 
exercise are included in the lease term. 


The company has elected to combine lease and nonlease 
components, such as maintenance and utilities costs included ina 
lease contract, for all asset classes. Leases with an initial term of 
one year or less are expensed on a straight-line basis over the lease 
term and recorded in short-term lease expense. Variable lease 
expense primarily includes warehouse facilities leases with 
payments based on utilization exceeding contractual minimum 
amounts and leases with payments indexed to inflation when the 
index changes after lease commencement. 


The lease expense by type consisted of the following in millions of 
dollars: 


2020 

Operating 1CASE CXD CISC sive siscciencorsiannsecisnnsewaamatoualesemasasenuenes S 126 

Short-term lease Expense .........cecceceeceeeeeeeeseeeeeeeeeteeteeeens 23 

Variable lease expense ..........eccccceceeseeseeeeeeeeeeeeneeeeeteeneeee 4] 
Finance lease: 

DADRECIATION CX DONS aercistienserauncneentuusnaasceusccastuucecnaenencan 20 

Interest on lease liabilities ........0.. cee eeeeeeeteseeeeetees 2 

Total lease CXDONS .o..ececcecccccscscsesssescteeteteteteteceteceeen S AW 


Operating and finance lease right of use assets and lease liabilities 
follow in millions of dollars: 


2020 

Operating leases: 
FIVE 5 CUS ee ccsodccchentace chaoui coche idiot doihedswloieidaetadsedeae' S 324 
Accounts payable and accrued expenses ...........::0cceeee 305 
Finance leases: 
Property and equipment — net ...........ececeeeeeeeeteeteeeeees S 63 
SOC er ON OIG os states ica iectceendcctoseesateceelloacdacto: 21 
LOMG-REriT) DOMOWINGS ascii sctcnedtannlaidnosatenodetdnoialor 39 

Total finance lease liabilities .....0...c.cccccccccseceseeeseesseeeeeee. S 60 


The weighted-average remaining lease terms in years and discount 
rates follows: 


2020 
Weighted-average remaining lease terms: 
Cleclechiiglod cane ee eee eee ee eee eee 5 
Finance leaSeS........ceeceeeceeeeseeeeeeeeeaeeeeeeeeaeeesereeaeeaeeees 3 
Weighted-average discount rates: 
Operating leases .............eceeeceeceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaees 2.1% 
FiMANCe lOASCS...... ee eeeeeceeeceeeeeseeeeeeceeeeeaeeeeeeseeseeeseeaeeaeeees 22h 
Lease payment amounts in each of the next five years at 
November 1, 2020 follow in millions of dollars: 
Operating Finance 
Due in Leases Leases 
ZI | seisesiiicceasntncaesearnesontanncacaereacancenenesoatorneys S 90 $ 22 
ZV Zs cnsaiteasetatisisens deutandeiintdavatihenetetdauatieds 74 18 
2) at abepaemepmanaresapaesparaner aemespananepananseapasere 5Z 12 
ZO) D7, scaissicasiansiicasintasineisintadaedsiinnaedsntarasssatnanens 42 5 
ZVZ Ds ssincnihisaiadathsientataatibaatacsannatnkGalelecteasstee: 24 E: 
US AIS 26s ctecasceaaaennntes enmcannenonconseonian: 4| 2 
Total lease payment ..........eeeeeereeee 323 62 
Less imputed interest... 18 2 
Total lease liabilities .....0....cccceeeeeeeeee. S 305 § 60 


Future minimum lease payments under the previous lease standard 
for operating and capital leases at November 3, 2019 follow in 
millions of dollars: 


Operating Capital 

Due in Leases Leases 
DODO sa serer es tases co ecnteeseen tow erastevieeakewene te S mM $s 12 
DOD oo scat decec se daetestdcn ace so cesta evcaste: i 10 
DO AD steresecisearsit cscs noes iessooeccectacedaeetanecosgtenices 56 6 
ODD ca ccoee orc eecaeaia cade eemeceteecees 39 2 
DO cseactent censersecenceesiseaseersmeeeitiseeeeneeeren: 28 | 
eS YO IS foe apecarecurnureroscranemarcperenensanees 26 | 
Total minimum lease payments.............. S 337 S$ 32 


Cash paid for amounts included in the measurement of lease 
liabilities follows in millions of dollars: 


Operating cash flows from operating leases.............. S 124 


Operating cash flows from finance leases ................. 2 


Financing cash flows from finance leases .............06 17 





Right of use assets obtained in exchange for lease liabilities follow 
in millions of dollars: 


2020 


Operating lCaS€S.......ccccccceceeesesesceceseteteteteeeeeesesen S 40 


PIMAMCE IOASES cccchecscacecosecsevtacncecenoveciuvasuncewacouseduntoeveneee 46 


Lessor 

The company leases equipment manufactured or sold by the 
company and a limited amount of non-Deere equipment to retail 
customers through sales-type, direct financing, and operating 
leases. Sales-type and direct financing leases are reported in 
“Financing receivables - net” on the consolidated balance sheet. 
Operating leases are reported in “Equipment on operating leases - 
net” on the consolidated balance sheet. 


Leases offered by the company may include early termination and 
renewal options. At the end of a lease, the lessee generally has the 
option to purchase the underlying equipment for a fixed price or 
return it to the dealer. If the equipment is returned to the dealer, 
the dealer also has the option to purchase the equipment or return 
it to the company for remarketing. 


The company estimates the residual values for operating leases at 
lease inception based on several factors, including lease term, 
expected hours of usage, historical wholesale sale prices, return 
experience, intended use of the equipment, market dynamics and 
trends, and dealer residual guarantees. The company reviews 
residual value estimates during the lease term and tests the 
carrying value of its operating lease assets for impairment when 
events or circumstances necessitate. The depreciation is adjusted 
ona straight-line basis over the remaining lease term if residual 


value estimates decline. Lease agreements include usage limits and 


specifications on machine condition, which allow the company to 
assess lessees for excess use or damages to the underlying 
equipment. In 2020 and 2019, the company recorded impairment 
losses on operating leases of $22 million and $59 million, 
respectively, due to higher expected equipment return rates and 
lower estimated values. Operating lease impairments are recorded 
in “Other operating expenses.” 


The company has elected to combine lease and nonlease 
components. The nonlease components primarily relate to 
preventative maintenance and extended warranty agreements 
financed by the retail customer. The company has also elected to 
report consideration related to sales and value added taxes net of 
the related tax expense. Property taxes on leased assets are 
recorded on a gross basis in “Finance and interest income” and 
“Other operating expenses” on the statement of consolidated 
income. Variable lease revenues primarily relate to property taxes 
on leased assets in certain markets and late fees. 


Due to the significant, negative effects of COVID, the company 
provided short-term relief to lessees during 2020. The relief, which 
included payment deferrals of three months or less, was provided 
in regional programs and on a case-by-case basis and primarily 
related to construction accounts. The operating leases granted 
relief represented approximately 4 percent of the company’s 


operating lease portfolio at November 1, 2020. See Note 13 for 
sales-type and direct financing leases provided payment relief. 


Lease revenues earned by the company follow in millions of dollars: 


2020 
Sales-type and direct finance lease revenues ............ S I35 
Operating lease revenues ...........:.:cecceeeeeeeeeeeeeeeeeeeeeees 1,469 
Variable lease revenue ..........ccccecceeceeeeseeeeeeeeeteeteeteens 23 
TOtali lOaSO PEVENUES sicccscciccccsiciasarnsassccnecbosecats@neecorss S 1,627 


At the time of accepting a lease that qualifies as a sales-type or 
direct financing lease, the company records the gross amount of 
lease payments receivable, estimated residual value of the leased 
equipment, and unearned finance income. The unearned finance 
income is recognized as revenue over the lease term using the 
interest method. 


Sales-type and direct financing lease receivables by product 
category follow in millions of dollars: 


2020 2019 
Agriculture and turf ........cccccccccceeeeseeeeeee S 985 S 897 
Construction and forestry ..........:::ceeeee 1,030 1,033 
Nes ates eee te eee eee ec es 2,015 1,930 
Guaranteed residual values ...............000. 278 232 
Unguaranteed residual values..............4.. 7| 10] 
Less unearned finance income................. 217 212 
Financing lease receivables ............c00000 S 2147 § 2,05] 


Scheduled payments, including guaranteed residual values, on 
sales-type and direct financing lease receivables at November |, 
2020 follow in millions of dollars: 


Due in 2020 
DON, i decessee ope esesdgseeaeeaissoapeniesetisoe ae oeee ape eseves canes ge neeaeesseee S L050 
1) ee er ee eee se ee ere eee eee DvD 
LOQ3 ooeeceeceeccceceeeeceeeeeeseeeeceeeeeeesecneeeeeesesieseeeeesneeereeneenneee 36] 
DZ cs snianesrstnidosanneaciendsiaitsintdataiontcinorinntsiehadenddniaconideneciseddetatieis 19] 
74 Oe oe ee eee ee ee ee oe eee ee ee eee 74 
US 7S ANS asocansaoataennscenncanceoscenncesmieonerocaroaneniennaeomenicenmcs 17 
TOP Al cacasssasosasrapcsnenieneccascedsoeeaveeusapaniscoeekonannoasimnenscamoeasens S 2,293 


Scheduled payments on financing lease receivables under the 
previous lease standard at November 3, 2019 follow in millions of 
dollars: 


Due in 2019 
CU aang teed heidi tres eueetssieuanedseteeeeseseesenecee S 833 
I asec ee dtgs te eas cls tase eset eee oee ed eae neta ee sects 55/7 
ND esate aetna eee nee oetae re eeaenaeesseeouneneeaaee 32| 
QUOD D caatennerectcnanes tereeewnteletpuentucnancadtonenantueennesadenanerteaequcnts-n: 153 
2 octet ceiscesse dsc teeeeessanceesietesacegeyesaserateceoesieeoseesusesueeateesese 53 
PF YS AS eotearesac asrpannetaeameoe meme manpanenseansnenuasapaniamecinsss 13 
TO scesceensesecnen teen seven enteseenansbesecencnacscwarnanazscedeepattesianenttiesoncesssesss s 1,930 


Lease payments from operating leases are recorded as income ona 
straight-line method over the lease terms. Operating lease assets 
are recorded at cost and depreciated to their estimated residual 
value ona straight-line method over the terms of the leases. 
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The cost of equipment on operating leases by product category 
follow in millions of dollars: 


2020 2019 
AGC TUTE BING HUTT cscasscucccssectcocceteccanins: S 7366 S$ 7,257 
Construction and forestry... [Per 2,165 
TO all ccesctascotsctucseecscnedeneatnoesnceecctenseseoensced 9,287 9,422 
Less accumulated depreciation................ 1,989 1,855 
Equipment on operatingleases-net... S$ 7,298 S$ 7,567 


The total operating lease residual values at November 1, 2020 and 
November 3, 2019 were $5,254 million and $5,259 million, 
respectively. Certain operating leases are subject to residual value 
guarantees. The total residual value guarantees were $757 million 
and $647 million at November 1, 2020 and November 3, 2019, 
respectively. The residual value guarantees at November 1, 2020 
and November 3, 2019 include $5 million and $12 million, 
respectively, of dealer deposits available for potential losses on 
residual values. 


The equipment is depreciated on a straight-line basis over the term 
of the lease. The corresponding depreciation expense was $1,083 
million in 2020, $981 million in 2019, and $928 million in 2018. 


Lease payments for equipment on operating leases at November |, 
2020 were scheduled as follows in millions of dollars: 


Due in 2020 
DDN os casa seeetcocsacesaeeedaeanuesasasacen stencaesacecaneeeceeseenteecaneradts S 1,073 
ZZ 2 seoractannmntratteneaseincinasanenattentantearauneaesnustensacaneracentenuense: 73) 
Oe a ee ee eee ene eee te ee 404 
QOQ4 eee eeceeceeteeeeteeeeeeeeeeeeeeeesseseetereeesnesnesesetietereeeeeirenreees ew 
ZOD resccatoansteaircepactesacesenaatesaentecenarascemedgeesderacheutenteniodgceas: 42 
Bey SS atest echeeedentOdecleewote vecunb untae aeentloutOmeintoens 4 
TOTEM sscatustddvetniced ctseloda cin dschesentodish Oetdadcitantiodeideniebetdametodeskeieet . 2,451 


Rental payments for equipment on operating leases under the 
previous lease standard at November 3, 2019 were scheduled as 
follows in millions of dollars: 


Due in 2019 
DOD Ma ose d tees ores e eee ncdstenose neko S 1,086 
OD Ne sea seed atest eee oe hese ese ok 759 
LOE ee ee ee ee ee eee ane e ae anne ee ee eee 419 
CLOVE eens eee re eee ere eae eS eure eee eae ee nr e re renee 193 
100! ee eee een ee ee ee er re en en Oe ene rte 4] 
T Gell a aanaceresseaceescueacnecwgnascessseaecnesenesatecse seccaraeascassoezeeiaes S 2,498 


Past due balances of operating leases represent the total balance 
held (net book value plus accrued lease payments) and stil 
accruing financing income with any payment amounts 30 days or 
more past the contractual payment due date. These amounts were 
$87 million and $112 million at November 1, 2020 and November 3, 
2019, respectively. The delinquency status of operating leases 
granted relief due to COVID is based on the modified payment 
schedule. 


The company discusses with lessees and dealers options to 
purchase the equipment or extend the lease prior to lease maturity. 
Equipment returned to the company upon termination of leases is 
remarketed by the company and recorded in “Other assets” at the 
lower of net book value or estimated fair value of the equipment 
less costs to sell and is not depreciated. The matured operating 
lease inventory balances at November 1, 2020 and November 3, 
2019 were $70 million and $163 million, respectively. In 2020 and 
2019, the company recorded impairment losses on matured 
operating lease inventory of $10 million and $18 million, 
respectively. Impairment losses on matured operating lease 
inventory are included in “Other operating expenses.” 


26. FAIR VALUE MEASUREMENTS 


Fair value is defined as the price that would be received to sell an 


asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. To 
determine fair value, the company uses various methods including 
market and income approaches. The company utilizes valuation 
models and techniques that maximize the use of observable 
inputs. The models are industry-standard models that consider 
various assumptions including time values and yield curves as well 
as other economic measures. These valuation techniques are 
consistently applied. 


Level 1 measurements consist of quoted prices in active markets for 
identical assets or liabilities. Level 2 measurements include 
significant other observable inputs such as quoted prices for 
similar assets or liabilities in active markets; identical assets or 
liabilities in inactive markets; observable inputs such as interest 
rates and yield curves; and other market-corroborated inputs. 

Level 3 measurements include significant unobservable inputs. 





The fair values of financial instruments that do not approximate 
the carrying values at November 1, 2020 and November 3, 2019 in 
millions of dollars follow: 


2020 2019 
Carrying Fair 
Value Value* = Value —_—*Vailue* 
Financing receivables — net: 
Equipment operations.... $ 105 $ 


Financial services ............ 29,645 


103 $ 65 $ 6] 
29,030, _.29,;130 


Financing receivables 
securitized — net: 
Equipment operations.... $ 26'S 26 $ AS 43 
Financial services ............ 4,6/7 4/13 4.339 4,362 


Total... cece S 4,703 5 4799 S 4383 $ 4,405 


Short-term securitization 
borrowings: 
Equipment operations... $ 26 S$ 26 §$ 44 S 45 
Financial services............. 4,698 4271 4,302 


fo) | Ree eens cone? S 4,682 S 4,724 S 4321 S$ 4,347 


Long-term borrowings due 
within one year:*”* 
Equipment operations.... $ 79 S 78S 642 SS 645 


Financial services............. 6,8/0 6,936 6,/86 6,/88 
VOT see seceieanteeocceses S 6,949 S 7,014 S$ 7,428 S_ 7,433 


Long-term borrowings:** 
Equipment operations.... $ 10,085 S$ 11,837 S$ 5,415 S$ 6,138 
Financial services............- 22,610 23.170 24,814 25,22 


NO CAN scccsentieneaanteeceiatic § 32,095 5.35007 530/229: S: 31,260 


* Fair value measurements above were Level 3 for all financing receivables, Level 3 
for equipment operations short-term securitization borrowings, and Level 2 for 
all other borrowings. 

** Values exclude finance lease liabilities that are presented as borrowings 
beginning in 2020 (see Note 25). 


Fair values of the financing receivables that were issued long-term 
were based on the discounted values of their related cash flows at 
interest rates currently being offered by the company for similar 
financing receivables. The fair values of the remaining financing 
receivables approximated the carrying amounts. 


Fair values of long-term borrowings and short-term securitization 
borrowings were based on current market quotes for identical or 
similar borrowings and credit risk, or on the discounted values of 
their related cash flows at current market interest rates. Certain 
long-term borrowings have been swapped to current variable 
interest rates. The carrying values of these long-term borrowings 
included adjustments related to fair value hedges. 


Carrying Fair 


29,106 
Total ......cceeeeeeeeeee S 29,750 $ 29,941 $29,195 $29,167 


Assets and liabilities measured at November 1, 2020 and November 
3, 2019 at fair value on a recurring basis in millions of dollars 
follow”: 


























2020 2019 
Level 1: 
Marketable securities 
OL S2-SG Uy TUG sccccncsaceanasenewienedlentensarnedan * G2 S 59 
International equity securities ..............0 2 
U.S. government debt securities..............00. = 50 
Total Level 1 marketable securities ................: 119 109 
Level 2: 
Marketable securities 
U.S. government debt securities................ 113 8] 
Municipal debt securities.............::c:cccceeeeees 68 60 
Corporate debt securities ............cccceeeeeeeeees 188 165 
International debt securities ..............::0e Z 5 
Mortgage-backed securities*™ ...........:::e 147 160 
Total Level 2 marketable securities................. 518 47] 
Other assets 
Derivatives: 
Interest rate CONTFACtS .........cceeeeeeeeeeeeeeeeeees 669 363 
Foreign exchange contracts..........:..:ceeeeeeee 48 20 
Cross-currency interest rate contracts ......... 8 | 
Total Level 2 other assets .........cccccccceeeeeeeeeees 725 384 
Accounts payable and accrued expenses 
Derivatives: 
Interest rate CONTACTS 0.0... cece ee eeeeeeeeeeeeee ees 88 65 
Foreign exchange Contracts..........::ccceeceeeee 26 7] 
Cross-currency interest rate contracts ......... | 2 
Total Level 2 accounts payable and accrued 
282) a en i ee es ee 5 139 
Level 3: 
Marketable securities 
International debt securities ..............::eee 4 | 


Excluded from this table were the company’s cash equivalents, which were 
carried at cost that approximates fair value. The cash equivalents consist 
primarily of money market funds and time deposits. 


** Primarily issued by U.S. government sponsored enterprises. 


Fair value, recurring Level 3 measurements from available-for-sale 
marketable securities at November 1, 2020, November 3, 2019, and 
October 28, 2018 in millions of dollars follow: 


2020 2019 2018 


Beginning of year balance................ . 1 S$ 8 S$ 17 
PPC AG OS cette accescriecteacinsantennneceaeanets 9 

PMCID Day TGTIES -csccsssar cannscewsroscces: (1) (8) (9) 
Change in unrealized gain ................ | 
01g gee eee en) oe mee (5) (1) 


End of year balance .........ccccccceeeee S AS 1 S 8 
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Fair value, nonrecurring Level 3 measurements from impairments 
at November 1, 2020 and November 3, 2019 in millions of dollars 
follow: 


Fair Value Losses 

2020 2019 2020 2019 2018 

Other receivables wee ST S$ 2. 
Equipment on operating leases — net? § 371 S 855 $22 § 59° a 
Property and equipment — net ? $ BS §$ 102 a a 
Investments inunconsolidated Oe 
affiliates * oe = 9 19, ee 
Other intangible assets — net.... a § 2 a a 
Other assets 2c. § 59 $6 1425 65 18 | 


'Fair value as of August 2, 2020. 

* Fair value as of May 3, 2020. 

3 Fair value of $70 million at May 3, 2020, $8 million at August 2, 2020, and $57 
million at November 1, 2020. 

* Fair value as of November 1, 2020. 


The following is a description of the valuation methodologies the 
company uses to measure certain financial instruments on the 
balance sheet at fair value: 


Marketable Securities —- The portfolio of investments, except for 
the Level 3 measurement international debt securities, is primarily 
valued on a market approach (matrix pricing model) in which all 
significant inputs are observable or can be derived from or 
corroborated by observable market data such as interest rates, 
yield curves, volatilities, credit risk, and prepayment speeds. Funds 
are primarily valued using the fund's net asset value, based on the 
fair value of the underlying securities. The Level 3 measurement 
international debt securities are primarily valued using an income 
approach based on discounted cash flows using yield curves 
derived from limited, observable market data. 


Derivatives — The company’s derivative financial instruments 
consist of interest rate swaps and caps, foreign currency futures, 
forwards and swaps, and cross-currency interest rate swaps. The 
portfolio is valued based on an income approach (discounted cash 
flow) using market observable inputs, including swap curves and 
both forward and spot exchange rates for currencies. 


Financing Receivables — Specific reserve impairments are based on 
the fair value of the collateral, which is measured using a market 
approach (appraisal values or realizable values). Inputs include a 
selection of realizable values (see Note 13). 


Other Receivables — The impairment was based on the expected 
realization of value-added tax receivables related to a closed 
factory operation (see Note 5). 


Equipment on Operating Leases — Net — The impairments are based 
on an income approach (discounted cash flow), using the 
contractual payments, plus an estimate of return rates and 
equipment sale price at lease maturity. Inputs include realized sales 
values (see Note 5). 


Property and Equipment — Net — The impairments are measured at 
the lower of the carrying amount, or fair value. The valuations 
were based on a cost approach. The inputs include replacement 
cost estimates adjusted for physical deterioration and economic 
obsolescence (see Note 5). 


Investment in Unconsolidated Affiliates - Other than temporary 
impairments for investments are measured as the difference 
between the implied fair value and the carrying value of the 
investments or the estimated realization amount (see Note 5). 


Other Intangible Assets — Net — The impairment was measured at 
the remaining net book value of customer relationships related to a 
closed factory operation (see Note 5). 


Other Assets — The impairments of the matured operating lease 
inventory were measured at the fair value of that inventory. The 
inputs include sales of comparable assets (see Note 5). 


27. DERIVATIVE INSTRUMENTS 


Cash Flow Hedges 

Certain interest rate and cross-currency interest rate contracts 
(swaps) were designated as hedges of future cash flows from 
borrowings. The total notional amounts of the receive- 
variable/pay-fixed interest rate contracts at November 1, 2020 and 
November 3, 2019 were $1,550 million and $3,150 million, 
respectively. During 2019, the company hedged a portion of its 
exposure to interest rate changes on a forecasted debt issuance 
using an interest rate contract with a term of 30 years. The hedge 
was terminated upon issuance of the debt, resulting in a fair value 
loss of $70 million. Fair value gains or losses on cash flow hedges 
were recorded in OCI and are subsequently reclassified into 
interest expense or other operating expenses (foreign exchange) in 
the same periods during which the hedged transactions impact 
earnings. These amounts offset the effects of interest rate or 
foreign currency exchange rate changes on the related borrowings. 
The cash flows from these contracts were recorded in operating 
activities in the statement of consolidated cash flows. 





The amount of loss recorded in OCI at November 1, 2020 that is 
expected to be reclassified to interest expense or other operating 
expenses in the next twelve months if interest rates or exchange 
rates remain unchanged is approximately $9 million after-tax. 
There were no gains or losses reclassified from OCI to earnings 
based on the probability that the original forecasted transaction 
would not occur. 


Fair Value Hedges 

Certain interest rate contracts (swaps) were designated as fair 
value hedges of borrowings. The total notional amounts of the 
receive-fixed/pay-variable interest rate contracts at November 1, 
2020 and November 3, 2019 were $7,239 million and $8,717 million, 
respectively. The fair value gains or losses on these contracts were 
generally offset by fair value gains or losses on the hedged items 
(fixed-rate borrowings) with both items recorded in interest 
expense. 





The amounts recorded, at November 1, 2020 and November 3, 
2019, in the consolidated balance sheet related to borrowings 
designated in fair value hedging relationships in millions of dollars 
follow: 


Cumulative Increase (Decrease) of 
Fair Value Hedging Adjustments 
Carrying Included in the Carrying Amount 
Amountof — Active 
Hedged ~=Hedging _ Discontinued 
Item Relationships Relationships —_ Total 


2020 


Long-term borrowings 


due within one year* $ 155 S ZS > s 5 
Long-term borrowings is 543 122 665 
2019 
Long-term borrowings 

due within one year* $ 412 § (1) S (4) S$ (5) 
Long-term borrowings 8,532 Vas (32) 263 


* Presented in short-term borrowings. 


Derivatives Not Designated as Hedging Instruments 

The company has certain interest rate contracts (swaps and caps), 
foreign exchange contracts (futures, forwards, and swaps), and 
cross-currency interest rate contracts (swaps), which were not 
formally designated as hedges. These derivatives were held as 
economic hedges for underlying interest rate or foreign currency 
exposures primarily for certain borrowings, purchases or sales of 
inventory, and below market retail financing programs. The total 
notional amounts of the interest rate swaps at November 1, 2020 
and November 3, 2019 were $8,514 million and $9,166 million, the 
foreign exchange contracts were $4,903 million and $4,962 
million, and the cross-currency interest rate contracts were $113 
million and $92 million, respectively. The fair value gains or losses 
from the interest rate contracts were recognized currently in 
interest expense and the gains or losses from foreign exchange 
contracts in cost of sales or other operating expenses, generally 
offsetting over time the expenses on the exposures being hedged. 
The cash flows from these non-designated contracts were 
recorded in operating activities in the statement of consolidated 
cash flows. 


Fair values of derivative instruments in the consolidated balance 
sheet at November 1, 2020 and November 3, 2019 in millions of 
dollars follow: 


2020 2019 
Other Assets 
Designated as hedging instruments: 
Interest rate CONtIACtS.......cccccessceseeseceseeseseees S 586 S$ 332 
Total designated .............:::::eceeeeeeeee 586 322 
Not designated as hedging instruments: 
Interest rate CONTIACtS............:ccccceeeeeeeeeeees 83 3] 
Foreign exchange contracts... 48 20 
Cross-currency interest rate contracts ......... 8 | 
Total not designated «0.0.00... 139 52 
TOtal GORWAative GSSC1S Scccscccccccccascccsseccnacosieon 3 725. § 384 
Accounts Payable and Accrued Expenses 
Designated as hedging instruments: 
IECTEST PATE CONEACES v..cieciseccscccssectcaseeascnence S 4 =S 28 
TOMA GSS IQ Peach acceso ctesentaeeceaed 14 28 
Not designated as hedging instruments: 
Interest rate CONTIACtS............:ccccceeeeeeeeeeees 74 37 
Foreign exchange contracts..........:::::s1e 26 7] 
Cross-currency interest rate contracts ......... | 3 
TOA) MOP GCS IGM ATCC a. cacecnsccncssnsecnstnncnenaee 10] 1 
Total derivative liabilities........00.ccccccccecceeeeeeee. S m5) S 139 


The classification and gains (losses) including accrued interest 
expense related to derivative instruments on the statement of 
consolidated income consisted of the following in millions of 
dollars: 


2020 2019 2018 


Fair Value Hedges 

Interest rate contracts — Interest expense........... S 496 S 589 S§ (283) 

Cash Flow Hedges 

Recognized in OCI 

Interest rate contracts — OCI (pretax)”........... (18) = (92) 17 

Foreign exchange contracts — OCI (pretax)* ......... 2 

Reclassified from OCI 

Interest rate contracts — Interest expense”........... (21) 5 5 

Foreign exchange contracts — Other expense™...... | 

Not Designated as Hedges 

Interest rate contracts — Net sales.............06. S (23)S (23)S 3 

Interest rate contracts — Interest expense”........... (2) (32) (4) 

Foreign exchange contracts — Cost of sales .......... 93 (18) (24) 

Foreign exchange contracts — Other expense™...... 122 oi 195 
Total not designated ..........cccccceeeeeee S 190 $ 24 S$ 170 




















* Includes interest and foreign exchange gains (losses) from cross-currency 
interest rate contracts. 


Counterparty Risk and Collateral 

Derivative instruments are subject to significant concentrations of 
credit risk to the banking sector. The company manages individual 
counterparty exposure by setting limits that consider the credit 
rating of the counterparty, the credit default swap spread of the 
counterparty, and other financial commitments and exposures 
between the company and the counterparty banks. All interest rate 
derivatives are transacted under International Swaps and 
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Derivatives Association (ISDA) documentation. Some of these 
agreements include credit support provisions. Each master 
agreement permits the net settlement of amounts owed in the 
event of default or termination. 


Certain of the company’s derivative agreements contain credit 
support provisions that may require the company to post collateral 
based on the size of the net liability positions and credit ratings. 
The aggregate fair value of all derivatives with credit-risk-related 
contingent features that were in a net liability position at 
November 1, 2020 and November 3, 2019, was $89 million and $68 
million, respectively. In accordance with the limits established in 
these agreements, the company posted no cash collateral at 
November 1, 2020 or November 3, 2019. In addition, the company 
paid $8 million of collateral either in cash or pledged securities that 
was outstanding at November 1, 2020 to participate in an 
international futures market to hedge currency exposure, not 
included in the table below. 


Derivatives are recorded without offsetting for netting 
arrangements or collateral. The impact on the derivative assets and 
liabilities related to netting arrangements and collateral at 
November 1, 2020 and November 3, 2019 in millions of dollars 
follows: 


Gross Amounts Netting Net 
Recognized Arrangements Collateral © Amount 
2020 
Assets... $ 725. § (93) $ (274) $ 358 
Liabilities ....... 115 (93) 2 
2019 
Assets ......0.6- S 384 S (70) S 314 


Liabilities ....... 139 (70) 69 


28. SEGMENT AND GEOGRAPHIC AREA DATA 


The company’s operations are presently organized and reported in 
three major business segments described as follows: 





The agriculture and turf segment primarily manufactures and 
distributes a full line of agriculture and turf equipment and related 
service parts, including: large, medium, and utility tractors; tractor 
loaders; combines, cotton pickers, cotton strippers, and sugarcane 
harvesters; harvesting front-end equipment; sugarcane loaders 
and pull-behind scrapers; tillage, seeding, and application 
equipment, including sprayers, nutrient management, and soil 
preparation machinery; hay and forage equipment, including self- 
propelled forage harvesters and attachments, balers and mowers; 
turf and utility equipment, including riding lawn equipment, golf 
course equipment, utility vehicles, and commercial mowing 
equipment, along with a broad line of associated implements; 
integrated agricultural solutions and precision technologies; and 
other outdoor power products. 


The construction and forestry segment primarily manufactures and 
distributes a broad range of machines and service parts used in 
construction, earthmoving, roadbuilding, material handling, and 
timber harvesting, including: backhoe loaders; crawler dozers and 
loaders; four-wheel-drive loaders; excavators; motor graders; 
articulated dump trucks; landscape loaders; skid-steer loaders; 
milling machines; recyclers; slipform pavers; surface miners; 
asphalt pavers; compactors; tandem and static rollers; mobile 
crushers and screens; mobile and stationary asphalt plants; log 
skidders; feller bunchers; log loaders; log forwarders; log 
harvesters; and related logging attachments; and precision 
technologies. 


The products and services produced by the segments above are 
marketed primarily through independent retail dealer networks 
and major retail outlets, and, as it relates to roadbuilding products, 
primarily through company-owned sales and service subsidiaries. 


The financial services segment primarily finances sales and leases 
by John Deere dealers of new and used agriculture and turf 
equipment and construction and forestry equipment. In addition, 
the financial services segment provides wholesale financing to 
dealers of the foregoing equipment, finances retail revolving 
charge accounts, and offers extended equipment warranties. 


Because of integrated manufacturing operations and common 
administrative and marketing support, a substantial number of 
allocations must be made to determine operating segment and 
geographic area data. Intersegment sales and revenues represent 
sales of components and finance charges, which are generally 
based on market prices. 


Information relating to operations by operating segment in millions 
of dollars follows for the years ended November 1, 2020, November 
3, 2019, and October 28, 2018. In addition to the following 
unaffiliated sales and revenues by segment, intersegment sales 
and revenues in 2020, 2019, and 2018 were as follows: agriculture 
and turf net sales of $24 million, $34 million, and $47 million, 
construction and forestry net sales of $1 million, $1 million, and 
none, and financial services revenues of $278 million, $348 million, 
and $308 million, respectively. 


OPERATING SEGMENTS 

Net sales and revenues 

Unaffiliated customers: 
Agriculture and turf net sales............ S 22,325 $23,666 S$ 23,191 


2020 2019 2018 


Construction and forestry net sales...... 8,947 1,220 10,160 
Total net sales .o..... eee eee 31,272 34,886 33,351 
Financial services revenues..........000..eeee. 3,589 3,62] 3,252 
Other revenues” oo eeeeeseeeeeesneeeeeees 679 751 {55 
| cc) | eee rears een eer nTe eT S 35,540 $39,258 S 37,358 


* Other revenues are primarily the equipment operations’ revenues for finance 
and interest income, and other income. 
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OPERATING SEGMENTS 2020 2019 2018 


Operating profit 
Agriculture and turf... S 2,969 S$ 2,506 S$ 2,816 
Construction and forestry... 590 1,215 868 
Financial services” ..........::::cceeeeeeees 746 694 792 
Total operating profit™ ............ 4,305 4,415 4,476 
WEEP OSE MACON G seca icdincesectidtcecatincnaincersatdeds 62 85 80 
Interest CXPENSC...... eee cceeseeeeeeteeteees (329) (256) (298) 
Foreign exchange gains (losses) from 
equipment operations’ financing activities 17 (22) 36 
Pension and OPEB benefit (cost), 
excluding service cost component.... 3] 67 (15) 
Corporate expenses — Net ........c cece (251) (180) (18]) 
INCOME CAXES ee. ceeeeeeceecseteeseeseeseteeseens (1,082) (852) — (1,727) 
Tie cinco srincscononatsnodsnnesusessirebsutanaeteabe (1,552) — (1,158) (2,105) 
NET IICONTE  cccssicannctenoorsesenndsnntaisddaicedana: 2,/53 2,251 2,31 | 
Less: Net income attributable to 
noncontrolling interests .............6 Z 4 2 
Net income attributable to 
Deere & COMPANY uu... cece S 275): 8 3,253.5 2368 


* Operating profit of the financial services business segment includes the effect of 
its interest expense and foreign exchange gains or losses. 


Interest income* 


Agriculture and turf ......0.0.ccccccceceeees S a0 S 22's 14 
Construction and forestry .........::ee 12 i] 33 
PUMICE) SEL ICS sccascatestenacmnaradsanecenndane Z;\22 2,316 1997 
COON el AO sande csceesenescoanseageraceeeseoeeesapessens 62 85 80 
IE SEC OUND ANY aa eapee cian set snenccriabsens (272) (360) (330) 

UN <sie scat iene seseatetearsinietcanateseneoeneacore S 1962 $ 2,074 $ 1,794 


* Does not include finance rental income for equipment on operating leases. 


Interest expense 


Agriculture and turf .......ccccccccceeeee S187 S 245 S$ 229 
Construction and forestry ..........:::eee. 6] 9] 7| 
Financial Services............::::cceeeeeeeeeee 942 1,234 936 
TOON a a saocteseta scat tora scetaiascetaneesataiamtenens 329 256 298 
INtercOMPaANY ..........eeeeeseeeeeeeeeeeeeeeteees (272) (360) (330) 
TOtal ....cccccccccccceccecseceesseeseeseeeeees S 1,247 1,466 1,204 
Depreciation* and amortization expense 
Agriculture and turf .......cccccccceeeee S 727 S 723 S$ 723 
Construction and forestry ...........:e 289 292 25] 
Financial Services...........::c:cceceeeeeeeee 1,227 1,135 1,077 
WI VEST COVA ANY ae scetetcte scar cactsicapseeacencese canes (125) (131) (124) 
DOO cedacacsncrceea dracon utente verranoaiionade S 2,118 $ 2,019 $ 1,927 


* Includes depreciation for equipment on operating leases. 


(continued) 


OPERATING SEGMENTS 
Equity in income (loss) of 
unconsolidated affiliates 


2020 2019 2018 


AGT ili QE TWEE sinc ccattet ccs secrtnanecaee S 2's 6S 6 
Construction and forestry ..........::0:0+ (52) 14 19 
PIMANCIAl SOPVICOS vo.i.cassdsciicsinaccneconccsencaens 2 1 2 

TOG Nese stenesereeedectaseortst eesrentteeriuetenescre S (48) S$ 2s 27 


Identifiable operating assets 
Agriculture and turf ......0...cccccceceeeeees S 9,575 $ 10,379 S 10,161 


Construction and forestry ............000 8,802 G20! G02) 
Financial ServiCeS...........::::cccceeeeeeeee 48,/19 48,483 45,720 
a) ole lt:) gene ee ee eee ee i293 4/62 4,372 

VSG a scpstiescseanaetarenendeseraeomaecansatstyoeeaai S 75,091 $ 73,011 $ 70,108 


* Corporate assets are primarily the equipment operations’ retirement benefits, 
deferred income tax assets, marketable securities, and cash and cash 
equivalents. 


Capital additions 


Agriculture and turf ......0...cccccceceeeeees S 654 S$ 859 S_ 675 
Construction and forestry... ley 245 308 
Financial S@rviCeS.......ccccccccccceeeeeeeeeeeeeees 4. 3 2 
TOT caacacsvicentsasessvtesuadanususedecnenssdoeede S 815 $ 1,107 S$ 985 
Investments in unconsolidated affiliates 
Agriculture and turf ......0...cccccceceeeeee S 30 S$ 28 S 26 
Construction and forestry ..........:0 144 7] 166 
Pian iG tal S OF VICES ci ccctenacccsscascceseansccoseans 19 16 15 
WOE aa geese cea estes S 193 S$ 215 S$ 207 


The company views and has historically disclosed its operations as 
consisting of two geographic areas, the U.S. and Canada, and 
outside the U.S. and Canada, shown below in millions of dollars. 
No individual foreign country’s net sales and revenues were 
material for disclosure purposes. 


GEOGRAPHIC AREAS 


2020 2019 2018 


Net sales and revenues 
Unaffiliated customers: 
U.S. and Canada: 
Equipment operations net sales 


AN FeEVENUES™ «00... eeeceeeeesceeseeeeees $18,288 $20,647 S$ 18,847 
Financial services revenues” ........ 3,098 3,099 2,785 
WOT ccscanscctscanceecseaszesease2eacena¥sens 21,386 23,/46 21,632 


Outside U.S. and Canada: 
Equipment operations net sales 


ANC FEVENUES...e eee eeeeeeeeeeeeeeeeeees 13,663 14,990 14,504 
Financial services revenues.......... 49] 522 46/7 

| 56) £- | peace eee eer 14,154 15,512 14,971 

QEMEF POVOTUCS ercccnicecncsneddinvoracepenanedenes 755 
TON cree ese eee ee $35,540 $39,258 S$ 37,358 


The 2018 equipment operations’ amounts are only for net sales and 
approximate the proportion of each amount that relates to the U.S. only based 
on a three-year average. The equipment operations’ percentage for 2018 was 
88%. The financial services’ U.S. only percentages was 79% for 2018. See Note 6 
for additional 2020 and 2019 geographic net sales and revenues information. 
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GEOGRAPHIC AREAS 
Operating profit 
U.S. and Canada: 
Equipment operations ............... 
Financial Services .....0..ceeeeeeee eee 


Outside U.S. and Canada: 
Equipment operations ................ 
Financial ServiCes ......cccccccceeeeeeeeees 


Property and equipment 

UY yoo act tetas cganeaettandannt seaquealcnaceanttacace 
CSc) ee ee eer 
OUTED COGN WHGS ieee eters 


2020 2019 2018 


S 2194 S 2,335 S 2,356 
581 506 604 


215 2,841 2,960 
1,365 1,386 1,328 
165 188 188 
1,530 1,574 1,516 
S 4305 $ 4,415 S$ 4,476 
S 3,150 $ 3,169 $ 3,031 
1,113 1,137 1,164 
1,554 1,667 1,673 


5S 5.87 S$ 5,973 $5,868 


29. SUPPLEMENTAL INFORMATION (UNAUDITED) 

The $1 par value common stock of Deere & Company is listed on 
the New York Stock Exchange under the symbol “DE”. At 
November 1, 2020, there were 19,226 holders of record of the 
company’s $1 par value common stock. 


Quarterly information with respect to net sales and revenues and 
earnings is shown in the following schedule. The company uses a 
52/53 week fiscal year ending on the last Sunday in the reporting 
period (see Note 1). Fiscal year 2020 contained 52 weeks and the 
fourth quarter contained 13 weeks compared to 53 weeks and 14 
weeks in the respective periods in fiscal year 2019. The interim 
periods (quarters) end in January, April, and July. Such information 
is shown in millions of dollars except for per share amounts. 


First 
Quarter 
2020* 
Net sales and revenues...........-. S 7,631 
Net sales woo... eeeeneeees 6,530 
Gross profit ...0.. cece 1,452 
Income before income taxes..... 569 
Net income attributable to 
Deere & Company ............06. 517 
Per share data: 
SCs re 1.65 
MITC ce sccecereacessssewceeecsees 1.63 
Dividends declared............. 76 
Dividends paid ................ 16 
2019* 
Net sales and revenues............- S 7,984 
Net sales wo... eeeeeseeeee 6,941 
Gross profit .........cceeeeeeeee [,509 
Income before income taxes.... 677 
Net income attributable to 
Deere & Company ........:.0:0+. 498 
Per share data: 
OS | ee 1.56 
DMCC Osa rataserctecoiatante: 1.54 
Dividends declared............. 16 
Dividends paid ................ 69 





Second Third Fourth 
Quarter Quarter Quarter 
$9253 $8925 S 9,73] 
8,224 7,859 8,659 
1,930 2,024 2,189 
929 1,270 1,115 
666 Bll 757 


2.13 2.59 2.4] 


2.1 25) 1.39 
./6 ./6 ./6 
./6 ./6 ./6 

S$ 11,342 $10,036 $9,896 
10,273 8,969 8,/03 
2,918 Z,092 1,968 
1,473 1,113 825 
1,135 899 12) 
3.5/7 2.84 2.30 
3.52 2.8] 2.2) 
./6 ./6 ./6 
6 ./6 ./6 


Net income per share for each quarter must be computed independently. As a 
result, their sum may not equal the total net income per share for the year. 


* See Note 5 for “Special Items.” 


30. SUBSEQUENT EVENT 


A quarterly dividend of $.76 per share was declared at the Board 


of Directors meeting on December 2, 2020, payable on 
February 8, 2021 to stockholders of record on December 31, 


Z0ZU. 


DEERE & COMPANY 
SELECTED FINANCIAL DATA 


(Dollars in millions except per share amounts) 





Net sales and revenues ...........:ceceeeeeeeeeees 
PET GMOS cscctescae scaeucreseverceassetoseseeeeaceeeduecsti 
Finance and interest income .............::c008 
Research and development expenses. ........... 
Selling, administrative and general expenses...... 
INferest OXPENSE.......cccseceseeseeneesensneeeneenns 
INGE IMGOMIG™ saicticcrannaicassoadsaaitnestnotantdiestametdcicas 


RETUPMOM IMGT SAIOS  asitccienssssenenidsvasanetaenescnadewans 
Return on beginning Deere & Company 
stockholders’ Cquity..........::::::seseeeseeeeee 


Comprehensive inCOMe”™ ...........cccceeeeeeenee 


Net income per share — basic™ ............ eee 
— diluted” oo... 
Dividends declared per share ...............:0005 


Dividends paid per share ...........ccceceeeeees 
Average number of common shares 
outstanding (in millions) — basic... 


— diluted............. 


TOGAI ASSETS cocscinntsnscidradiendantacacicnaecnedduancneddaane 
Trade accounts and notes receivable — net ...... 
Financing receivables — net... 
Financing receivables securitized — net ........ 
Equipment on operating leases — net ........... 
INVENTCOTICS 00... eeeeecsceeesceesseesseessteessteeseeens 
Property and equipment — net..............065 
Short-term borrowings: 

Equipment operations ...........::0:ceeeeee 

Financial SErViCeS ........ccceccecseeseetseeseeeeens 


Short-term securitization borrowings: 
Equipment operations ............:c:cceeeeee 
FIMAMClal SOP VIC OS a. vc.casstwnriestauatinsstionsanteniess 


Long-term borrowings: 
Equipment operations ...........:::cceeeee 
FRANCA SOF VICES oc occ cosccesteccetcesecenecstcestes 


Book value per share™ .........cceeeeeeeeeteteee 
Ca ITal CX POMGITUGES nic cnsccisnnnadnnacnncsicnoneeciineds 
Number of employees (at year end).............. 





* 


Attributable to Deere & Company. 


2020 2019 2018 2017 2016 2015 2014 2013 2012 2011 
$35,540 $ 39,258 S$ 37,358 S$ 29,738 $26,644 S$ 28,863 S$ 36,067 $ 37,795 $ 36,157 $ 32,013 
31,272 34,886 33,351 25,885 23,387 25,7/5 32,961 34,998 33,501 29,466 
3,450 3,493 3,107 Zaz 2/5 2,381 L202 2,115 1,98] 1,923 
1,644 1,783 1,658 1,373 1,394 1,410 1,437 1,445 1,409 1,192 
3,4// 3,22) 3,455 3,098 Zd¢2\' 2066 3,266 3,558 3,369 3,143 
1,247 1,466 1,204 899 764 680 664 74| 783 jag 
Pa fs 3,253 2,368 Z\a2 1,524 1,940 3,162 353) «83,005: 2,300 
8.8% 9.3% 7.\% 8.3% 6.5% 7.5% 9.6% 10.1% 9.1% 9.5% 
24.1% 28.8% 24.8% 33.1% 22.6% 21.4% 30.8% 51.7% 45.1% 44.5% 
2,819 2,081 3,222 3,22| 62/7 994 2072 5,416 ZAG 2/502 
8.7/7 10.28 7,34 6.76 S 4.83 5.81S 8.71 9.18 iA2 6.7] 
8.69 10.15 7.24 6.68 4.8] 5.77 8.63 2:09 7.63 6.63 
3.04 3.04 2.58 2.40 2.40 2.40 Ze LoD 1.79 L52 
3.04 2.91 2.49 2.40 2.40 2.40 2.13 1.94 1.74 1.4] 
313.5 3105 322.0 319.5 Jew 333.6 363.0 305.5 397... 417.4 
316.6 320.6 327.3 2252 316.6 336.0 366.1 3092 401.5 422.4 
S 75,091 S$ 73,011 $ 70,108 $ 65,786 $ 57,918 $ 57,883 S$ 61,267 $59,454 S$ 56,193 $ 48,146 
4171 5,230 5,004 3,925 3,011 3,05] 3,216 3,/58 Z/99. 33295 
29,/50 29,195 27,054 25104 23,/02 24,809 27,422 25,633 22,159 19,924 
4,/03 4,383 4,022 4,159 5,127. = 4,835 4,602 4,153 3,618 2,905 
$250 i, 907 71605 6,594 5,902 4,970 4,016 3,152 2,928 2,150 
4,999 a, 9/2 6,149 3,904 3,34] 3,817 4,210 4,935 5,170 4,37/| 
5,817 5,973 5,868 5,068 smd syiiel 3,210 5,467 5,012 4,352 
Za2 987 1,434 EN ie 249 464 434 1,080 425 529 
220 ofo) 926. D000 G,o02 7,961 7,584 7/07 5,966 — 6,307 
8,582 10,/84 11,062 10,035 6,911 8,425 8,018 8,/8/ 6,391 6,836 

26 a4. 75 

4,656 42// 3,882 4119 4,998 4,585 4,553 4103 3,569 2113 
4,682 4,321 bis P| 4119 4,998 4585 4,553 4103 3,569 2,/73 
10,124 5,415 4/14 5491 4,565 4,439 4619 4,845 5,418 3,155 
22,610 24,814 22,523 20,400 19,138 19,336 19,699 166/73 16,970  13,/64 
3Z,J5% 30229: 2/23) 25,09l, 2Z3,J02 d23d/> 24316 Z1516: 22,360 16,319 
12,937 1,413 11,288 S25) 0,920 6/43 9,063 10,266 £6,842 6,800 
S 4125S 3645 $ 3545 S$ 29.70 $ 20.71$ 21.29 $ 26.23 $ 2746S 17.64 $ 16.75 
762 S$ 1084S 9695 586S$ 668$ 655S$ 1004S 1,132 $ 1,360 $ 1,050 
69,634 73,489 74,413 60,4/6 56,/6/ 57,180 59,623 67,044 66,859 61,278 
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Deere & Company 

One John Deere Place, Moline, Illinois 61265 
(309) 765-8000 

www. JohnDeere.com 


